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MILK  IN  THE  INDIANA  MARKETING  AREA 

Decision  on  Proposed  Amendments  to 
Marketing  Agreement  and  to  Order 

A  public  hearing  was  held  upon  pro¬ 
posed  amendments  to  the  marketing 
agreements  and  the  order  regulating  the 
handling  of  milk  in  the  Indiana  market¬ 
ing  area.  The  hearing  was  held,  pursuant 
to  the  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601  et  seq.),  and  the 
applicable  rules  of  practice  (7  CFR  Part 
900),  at  Indianapolis,  Indiana,  on 
April  30, 1974,  pursuant  to  notice  thereof 
issued  on  April  12,  1974  (39  FR  13280). 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Associate  Administrator  on 
June  14,  1974  (39  FR  21154),  filed  with 
the  Hearing  Clerk,  United  States  Depart¬ 
ment  of  Agriculture,  his  recommended 
decision  containing  notice  of  the  oppor¬ 
tunity  to  file  written  exceptions  thereto. 

The  material  issues,  findings  and  con¬ 
clusions,  rulings,  and  general  findings  of 
the  recommended  decision  are  hereby 
approved  and  adopted  and  are  set  forth 
in  full  herein,  subject  to  the  following 
modifications: 

1.  Under  “6.  The  advertising  and  pro¬ 
motion  assessment  as  an  adjustment  to 
the  uniform  price.”,  the  fifth  paragraph 
is  changed  and  two  paragraphs  are  added 
immediately  following  it. 

2.  Under  “7.  Computing  interest  on 
overdue  accounts.”,  the  third  paragraph 
is  changed,  a  paragraph  is  added  imme¬ 
diately  following  it,  and  a  new  para¬ 
graph  is  added  immediately  following 
the  sixth  paragraph. 

The  material  issues  on  the  record  of 
the  hearing  relate  to: 

1.  Expansion  of  the  marketing  area. 

2.  Designating  a  cooperative  as  the 
handler  on  bulk  tank  milk. 

3.  Partial  payment  to  cooperatives. 

4.  Shrinkage  allowance  on  producer 
deliveries. 

5.  Offsetting  payments  due  from  a 
handler  against  payments  due  the 
handler. 

6.  Including  the  advertising  and  pro¬ 
motion  assessment  as  an  adjustment  to 
the  uniform  price. 

7.  Computing  interest  on  overdue 
accounts. 

8.  Conforming  changes. 

9.  Need  for  emergency  action. 

Findings  and  Conclusions 

The  following  findings  and  conclusions 
on  the  material  issues  are  based  on  evi¬ 
dence  presented  at  the  hearing  and  the 
record  thereof: 

1.  Expansion  of  the  marketing  area. 
The  Indiana  marketing  area,  now  com¬ 
prised  of  60  Indiana  counties,  should  be 
expanded  to  include  the  four  Indiana 
counties  of  Jefferson,  Jennings,  Ripley 
and  Switzerland.  Route  disposition  in  the 
four  counties  is  from  one  unregulated 
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plant,  from  Indiana  order  pool  plants, 
and  from  plants  regulated  by  other 
orders.  The  handling  of  milk  in  the  en¬ 
larged  marketing  area  is  in  the  current 
of  interstate  commerce  and  directly 
burdens,  obstructs  or  affects  interstate 
commerce  in  milk  and  its  products. 

The  four-county  area,  which  is  in 
southeastern  Indiana,  attaches  to  the 
present  Indiana  marketing  area  on  the 
north,  the  Ohio  Valley  (OV)  marketing 
area  on  the  east,  and  the  Louisville- 
Lexington-Evansville  (LLE)  marketing 
area  on  the  south.  The  1970  census  popu¬ 
lation  of  the  four  counties  is  74,000.  For 
each  county  the  population  is:  Jefferson 
27,000,  Jennings  20,000,  Ripley  21,000  and 
Switzerland  6,000. 

Expansion  of  the  marketing  area  was 
proposed  by  an  Indiana  order  handler, 
the  principal  distributor  in  the  four- 
county  area.  Testimony  in  support  of  the 
proposal  was  also  given  on  behalf  of  19 
Indiana  order  handlers  and  by  the 
order’s  principal  producer  association. 
They  claim  that  regulated  handlers  are 
at  a  disadvantage  in  competing  for  sales 
with  the  unregulated  distributor  in  the 
four-county  area,  primarily  because  the 
latter  is  not  subject  to  the  minimum 
pricing  provisions  of  an  order. 

The  unregulated  distributor,  whose 
plant  is  in  Madison  (Jefferson  County) , 
Indiana,  stated  that  he  would  not  be 
averse  to  regulation  if  he  had  to  pay  no 
more  than  his  competitors  for  milk. 
About  85  to  90  percent  of  the  route  dis¬ 
position  from  his  plant  is  in  the  four 
counties  proposed  to  be  added  to  the 
marketing  area. 

The  principal  distribution  in  the  four- 
county  area  is  from  plants  regulated  by 
the  Indiana  order.  Weighted  on  the  basis 
of  population  in  each  county  with  the 
estimated  percentage  of  each  handler’s 
sales  in  each  county,  67  percent  of  the 
distribution  In  the  four  counties  is  by  six 
Indiana  order  handlers,  22  percent  by  the 
presently  unregulated  distributor,  10  per¬ 
cent  by  two  LLE  handlers  and  1  percent 
by  an  OV  handler.  With  the  expansion 
of  the  marketing  area,  as  adopted  in  this 
decision,  the  presently  unregulated  dis¬ 
tributor  will  be  a  fully  regulated  handler 
under  the  order.  This  will  result  in  89 
percent  of  the  total  distribution  in  the 
four-county -area  accounted  for  by  In¬ 
diana  order  regulated  handlers. 

The  presently  unregulated  distributor, 
who  is  basically  a  Class  I  operation,  re¬ 
ceives  milk  from  14  dairy  farmers.  He 
pays  7  of  these  on  the  basis  of  the  LLE 
uniform  price  and  7  based  on  the  OV 
uniform  price.  In  the  fall  and  winter 
months,  when  their  deliveries  are  insuf¬ 
ficient  for  his  Class  I  needs,  he  ob¬ 
tains  supplemental  supplies  from  other 
sources,  primarily  from  a  LLE  regulated 
plant. 

The  unregulated  distributor’s  Class  I 
utilization,  about  95  percent  of  his  total 
receipts  from  all  sources  in  the  fall  and 
winter  months,  is  substantially  higher 
than  that  reflected  in  the  Indiana  uni¬ 
form  price  and  in  the  comparable  uni¬ 
form  prices  for  the  LLE  and  OV  orders. 
Class  I  utilization  of  producer  milk  in 


1973  was  72  percent  for  the  Indiana 
order,  73  percent  for  LLE,  and  67  percent 
for  OV. 

To  the  extent  that  he  has  a  higher 
Class  I  utilization  and  does  not  purchase 
milk  on  a  class-use  basis,  the  presently 
unregulated  distributor  has  a  competi¬ 
tive  advantage  over  the  Indiana  han¬ 
dlers.  The  latter  are  required  to  pay  for 
their  milk  purchases  according  to  its  use. 
Including  the  four  counties  in  the  Indi¬ 
ana  marketing  area,  as  adopted  in  this 
decision,  will  tend  to  insure  the  mainte¬ 
nance  of  orderly  marketing  conditions  by 
requiring  all  distributors  to  pay  not  less 
than  the  applicable  Federal  order  price 
for  Class  I  milk  sold  in  these  counties. 

From  a  careful  review  of  the  record 
evidence  it  is  concluded  that  the  provi¬ 
sions  of  the  existing  order,  as  hereinafter 
proposed  to  be  amended,  are  equally  ap¬ 
propriate  for  the  extended  marketing 
area  and  they  are  adopted  for  the  identi¬ 
cal  reasons  advanced  in  the  decision  on 
which  they  were  adopted  for  the  exist¬ 
ing  marketing  area. 

2.  Designating  a  cooperative  as  the 
handler  on  bulk  tank  milk.  A  cooperative 
must  be  held  the  handler  for  milk  of 
producers  it  receives  for  its  account  from 
their  farms  in  a  tank  truck  operated  by, 
or  under  control  of,  the  cooperative  for 
delivery  to  a  pool  plant  of  another  per¬ 
son,  unless  the  cooperative  and  the  opera¬ 
tor  of  the  pool  plant  agree  through  notice 
filed  with  the  market  administrator  that 
the  plant  operator  will  pay  for  the  milk 
on  the  basis  of  weights  and  butterfat 
tests  determined  at  the  farm.  In  addi¬ 
tion,  a  cooperative  must  continue  to  be 
the  handler  for  the  milk  of  producers  it 
diverts  for  its  account. 

The  principal  cooperative  in  the  mar¬ 
ket  proposed  the  provision  here  adopted 
for  designating  a  cooperative  as  a 
handler  on  bulk  tank  milk.  It  contended 
that  such  a  provision  is  necessary  to 
establish  accountability  for  the  milk  that 
is  picked  up  at  two  or  more  producers’ 
farms  in  the  same  tank  truck  and  inter¬ 
mingled  with  the  milk  of  other  producers 
at  a  reload  station  before  being  delivered 
to  a  pool  plant.  There  was  no  opposition 
to  the  cooperative’s  proposal. 

Practically  all,  if  not  all,  milk  produced 
for  the  Indiana  market  is  handled 
through  farm  bulk  tanks  and  moved  to 
the  market  in  tank  trucks.  Milk  of  any 
producer  when  commingled  in  a  tank 
truck  with  that  of  other  producers  is  in¬ 
distinguishable  from  such  other  milk. 
The  amount  of  a  producer’s  milk  placed 
in  a  tank  truck,  and  the  butterfat  con¬ 
tent  thereof,  can  be  determined  only  by 
measurement  at  the  farm  and  from  milk 
samples  taken  at  the  farm.  After  the 
milk  has  been  pumped  from  the  farm 
tank  into  the  tank  truck  and  commingled 
with  the  milk  of  other  producers  there  is 
no  opportunity  to  measure,  sample,  or 
reject  the  milk  of  the  individual  pro¬ 
ducers. 

When  milk  is  picked  up  at  the  farm 
by  a  tank  truck  owned  or  operated  by 
a  cooperative,  or  by  a  person  under 
contract  to,  or  otherwise  under  the  con¬ 
trol  of,  such  cooperative  for  delivery  to 
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a  pool  plant,  it  is  the  cooperative  that 
determines  the  weight  and  butterfat  con¬ 
tent  of  each  producer’s  milk.  Frequently, 
the  plant  operator  will  not  know  the 
identity  of  the  individual  producer  whose 
milk  he  receives,  and  will  know  only  the 
aggregate  amount  of  milk  received.  In 
such  cases,  the  cooperative  obviously 
must  become  the  responsible  handler  for 
milk  as  it  leaves  the  farm. 

Since  many  pool  plant  operators  pur¬ 
chase  all  their  producer  milk  on  the  basis 
of  farm  weights  and  tests,  it  can  be  ex¬ 
pected  that  the  arrangements  to  receive 
milk  marketed  by  the  cooperative  on  the 
basis  of  farm  weights  and  tests  will  con¬ 
tinue  to  predominate  in  the  market. 
When  milk  is  received  at  the  pool  plant 
on  such  basis,  it  is  accounted  for  as  a 
receipt  at  such  plant  directly  from 
producers. 

Whether  a  pool  plant  operator  will 
pay  a  cooperative  for  farm  bulk  tank 
milk  according  to  the  weights  and  tests 
taken  at  the  farm  or  those  made  at  the 
plant  to  which  the  milk  is  delivered  is 
a  matter  to  be  determined  in  advance 
by  agreement  between  the  cooperative 
and  the  plant  operator.  When  the  farm 
bulk  tank  milk  from  producers’  farms  is 
intermingled  at  a  reload  point  with  other 
milk  before  being  moved  to  a  pool 
plant (s),  it  is  not  generally  practicable 
for  a  pool  plant  operator  to  purchase 
the  milk  of  such  producers  on  the  basis 
of  farm  weights  and  tests.  A  similar  sit¬ 
uation  exists  when  the  milk  from  pro¬ 
ducers’  farms  that  is  picked  up  in  the 
same  tank  truck  is  delivered  to  two  or 
more  pool  plants. 

When  a  pool  plant  operator  receives 
milk  from  a  cooperative  on  the  basis 
of  its  scale  weight  at  the  plant,  the 
cooperative  must  ascertain  and  account 
for  the  weights  and  butterfat  tests  of 
milk  at  producers’  farms.  The  coopera¬ 
tive’s  monetary  obligation  to  the  pool, 
however,  on  such  milk  for  which  it  is 
the  bulk  tank  handler  will  be  only  on 
the  difference  in  the  amounts  of  milk 
and  butterfat  as  measured  at  the  farm 
and  those  recorded  at  the  receiving 
plant.  These  amounts  usually  will  be 
shrinkage  and  will  be  priced  in  accord¬ 
ance  with  its  value  under  the  shrinkage 
provisions.  The  milk  delivered  to  the 
pool  plant  appropriately  should  be 
treated  as  a  transfer  from  the  coopera¬ 
tive  to  the  pool  plant  operator. 

The  order  should  specify,  however, 
that  milk  received  at  a  pool  plant  from 
a  cooperative  bulk  tank  handler  shall 
be  paid  for  at  the  uniform  price.  This 
will  simplify  the  accounting  for  such 
milk  by  pool  plant  operator  and  will 
facilitate  billing  by  the  market  admin¬ 
istrator  of  adjustments  resulting  from 
changes  in  the  classification  of  such  milk 
after  audit. 

Payments  into  and  out  of  the  pro¬ 
ducer-settlement  fund  will  be  between 
the  pool  plant  operator  and  the  market 
administrator.  This  will  establish  direct¬ 
ly  the  responsibility  of  accounting  for 
milk  and  for  its  payment.  When  settle¬ 
ment  is  made  through  the  cooperative 
(i.e.,  when  a  handler  settles  with  the  co¬ 


operative  at  class  prices  and  the  coop¬ 
erative  pays  into  or  receives  payment 
from  the  producer-settlement  fund)  a 
third  party  is  unnecessarily  involved  in 
the  transaction.  Removing  the  coopera¬ 
tive  as  a  party  to  such  transactions  will 
minimize  the  problems  of  financial  re¬ 
sponsibility,  enforcement,  and  subsequent 
audit  adjustments  that  may  arise. 

A  pool  plant  operator  now  pays  the 
administrative  assessment  on  all  milk 
delivered  to  his  plant  from  producers’ 
farms,  including  that  delivered  from  the 
farm  in  a  tank  truck  operated  by,  or 
under  control  of,  a  cooperative.  Desig¬ 
nating  the  cooperative  as  the  handler  on 
farm  bulk  tank  milk,  as  adopted  in  this 
decision,  provides  no  basis  for  changing 
the  responsibility  of  the  pool  plant  op¬ 
erator  in  this  regard.  However,  the  order 
language  should  be  modified  to  state 
explicitly  that  the  administrative  assess¬ 
ment  on  all  milk  delivered  to  a  pool  plant 
from  producers’  farms,  including  that 
received  from  a  cooperative  bulk  tank 
handler,  is  the  obligation  of  the  pool 
plant  operator. 

A  cooperative  may  pick  up  milk  of 
nonmember  producers  on  bulk  tank 
routes  under  its  control.  The  provisions 
adopted,  which  accommodate  substantial 
flexibility  in  the  arrangements  under 
which  cooperatives  sell  to  pool  plant  op¬ 
erators,  make  it  possible  for  a  coopera¬ 
tive  to  pick  up  the  milk  of  nonmember 
producers  for  delivery  to  pool  plants,  and 
for  the  pool  plant  operator  to  pay  such 
nonmember  producers  for  their  milk. 
The  cooperative’s  responsibility  for  such 
milk  will  depend  on  the  terms  of  the  ar¬ 
rangements  for  its  delivery  to  pool 
plants.  At  the  same  time,  the  provisions 
will  enable  the  cooperative  to  act  as  the 
marketing  agent  for  a  nonmember  pro¬ 
ducer  who,  although  he  has  not  become  a 
member,  has  contracted  with  the  coop¬ 
erative  to  act  as  the  marketing  agent  for 
his  milk.  In  this  circumstance,  the  co¬ 
operative  may  collect  payment  from  pool 
plant  operators  for  a  nonmember  pro¬ 
ducer  who  authorized  such  collection. 

The  Capper-Volstead  Act  provides  the 
criteria  by  which  cooperatives  are  deter¬ 
mined  to  be  qualified  cooperatives  under 
the  Agricultural  Marketing  Agreement 
Act.  This  amendment  to  the  order  is 
consistent  with,  that  provision  of  the 
Capper-Volstead  Act  that  recognizes 
that  cooperatives  may  “deal  in  the  prod¬ 
ucts  of  nonmembers”  and  limits  such 
dealings  to  amounts  not  greater  in  value 
than  such  as  are  “handled  by  it  for 
members.” 

When  a  cooperative  diverts  the  milk 
of  a  nonmember  producer  as  producer 
milk  from  a  pool  plant,  it  must  be  the 
handler  for  such  milk,  unless  the  opera¬ 
tor  of  the  plant  from  which  the  milk  is 
diverted  agrees  with  the  cooperative  to 
account  for  such  milk.  Here  the  coopera¬ 
tive  performs  the  complete  handling 
function  and  in  such  capacity  is  respon¬ 
sible  for  order  obligations  applicable  to 
such  milk. 

The  potential  of  a  cooperative  to  be 
the  handler  on  nonmember  producer 


milk  raises  the  question  whether,  in  pay¬ 
ing  a  nonmember  producer,  a  coopera¬ 
tive  may  reblend  proceeds  due  such  non¬ 
member  with  those  due  its  member  pro¬ 
ducers.  If  the  nonmember  signed  a  con¬ 
tract  with  the  cooperative  authorizing  it 
to  market  his  milk,  collect  payment 
therefor,  and  reimburse  him  on  the  same 
basis  as  though  he  were  a  member,  the 
cooperative  could  pay  such  nonmember 
on  the  same  basis  it  pays  its  member 
producers. 

In  the  absence  of  a  written  contract 
containing  the  terms  set  forth  above, 
the  cooperative  would  be  required  to  pay 
a  nonmember  producer,  for  whose  milk 
it  is  the  handler,  not  less  than  the  uni¬ 
form  price  (subject  only  to  authorized 
deductions)  announced  by  the  market 
administrator  for  the  month. 

3.  Partial  payment  to  cooperatives.  For 
milk  received  during  the  first  15  days  of 
the  month  from  a  cooperative,  either 
directly  from  producers’  farms  or  from 
a  cooperative’s  plant,  a  pool  plant  op¬ 
erator  should  pay  the  cooperative  at  least 
2  days  prior  to  the  last  day  of  the  month 
for  milk  received  during  the  first  15  days 
of  the  month  at  not  less  than  the  pre¬ 
ceding  month’s  Class  III  price. 

The  required  partial  payment  by  pool 
plant  operators  to  cooperatives,  now  ap¬ 
plicable  only  to  producer  milk,  is  pay¬ 
able  by  the  26th  of  the  month  for  milk 
received  during  the  first  15  days  of  the 
month.  The  only  change  applicable  to 
producer  milk  provided  in  this  decision 
is  that  the  partial  payment  would  be 
payable  at  least  2  days  prior  to  the  last 
day,  instead  of  by  the  26th  day,  of  the 
month. 

The  partial  payment  provision  changes 
adopted  in  this  decision  were  proposed  by 
the  major  cooperative.  It  claimed  that 
too  frequently  there  is  insufficient  time 
to  assemble  weights  and  tests  for  all 
producers  for  the  first  15  days  of  the 
month  and  obtain  other  information 
needed  to  prepare  invoices,  and  get  them 
to  the  handlers  in  time  to  pay  the  co¬ 
operative  by  the  26th.  Conditions  in  the 
Indiana  market  are  further  aggravated 
in  this  regard  when  the  producer  and 
handler  data  needed  to  prepare  invoices 
must  be  mailed  to  a  central  office  of  a 
cooperative  at  a  distant  city  outside  the 
marketing  area  and  the  invoices  to  the 
handler  for  payment  must  be  mailed  to  a 
corporate  main  office  at  another  distant 
city  outside  the  marketing  area. 

Extending  the  time  for  partial  pay¬ 
ments  from  the  26th  to  2  days  prior  to 
the  last  day  of  the  month  for  milk  re¬ 
ceived  during  the  first  15  days  of  the 
month  gives  reasonable  recognition  to  the 
time  necessary  to  effectuate  the  payment. 
Failure  to  make  the  change  under  pres¬ 
ent  conditions  in  this  market  would  be 
impracticable.  Absent  the  change,  han¬ 
dlers  would,  through  no  fault  of  their 
own,  be  unable  to  comply  with  the  order 
by  making  the  partial  payment  when  due 
in  some  months. 

Pool  plant  operators  must  now  pay 
by  the  10th  day  of  the  following  month 
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for  plant  milk  purchased  from  a  coopera¬ 
tive  during  the  month  at  not  less  than 
the  class  prices  for  such  milk.  No  partial 
payment  is  now  required  on  plant  milk 
purchased  from  a  cooperative.  The  co¬ 
operative  spokesman  contended  that 
there  is  no  less  justification  for  requiring 
a  partial  payment  by  a  pool  plant  op¬ 
erator  for  plant  milk  than  for  milk  de¬ 
livered  to  the  pool  plant  from  producers’ 
farms.  Without  such  a  provision  a  pool 
plant  operator  purchasing  plant  milk 
would,  in  effect,  have  an  advantage  over 
his  competitors  who  receive  milk  directly 
from  producers’  farms  and  who  are  re¬ 
quired  to  make  partial  payments  on  such 
milk. 

Pool  plant  operators  now  make  a  par¬ 
tial  payment  for  all  milk  received  from 
producers’  farms,  including  that  deliv¬ 
ered  in  a  tank  truck  operated  by,  or 
under  control  of,  the  cooperative.  Such 
milk,  as  adopted  in  this  decision,  is  con¬ 
s'  Jered  producer  milk  received  by  the 
cooperative  at  the  location  of  the  pool 
plant  to  which  delivered  and  as  an  inter¬ 
handler  transfer  to  the  pool  plant  op¬ 
erator.  This  decision  in  no  way,  however, 
changes  the  plant  operator’s  obligation 
for  a  partial  payment  on  sucH  milk. 

4.  Shrinkage  allowance  on  producer 
deliveries.  Designating  a  cooperative  as 
the  handler  for  bulk  tank  milk,  as 
adopted  in  this  decision,  necessitates 
changing  the  shrinkage  provisions  to 
accord  producer  milk  of  a  cooperative 
bulk  tank  handler  the  same  treatment 
as  any  other  producer  milk. 

A  maximum  Class  III  shrinkage  of  1.5 
percent  is  now  allowed  the  transferee- 
plant  on  the  skim  milk  and  butterfat  in 
bulk  fluid  milk  products  received  from 
another  plant.  Since  milk  delivered  by  a 
cooperative  bulk  tank  handler  to  a  pool 
plant  will  be  considered  an  interhandler 
transfer,  the  transferee-plant  should  be 
allowed  Class  in  shrinkage  up  to  1.5  per¬ 
cent,  the  same  as  an  interplant  transfer. 
However,  when  a  pool  plant  operator 
agrees  to  accept  milk  from  a  cooperative 
bulk  tank  handler  on  the  basis  of  weights 
and  butterfat  tests  determined  at  the 
farm,  the  Class  HI  shrinkage  allowed  the 
pool  plant  should  be  2  percent  of  such 
receipts,  as  on  all  other  milk  delivered  to 
a  plant  directly  from  producers’  farms. 

When  a  pool  plant  operator  is  not  pur¬ 
chasing  milk  from  a  cooperative  bulk 
tank  handler  on  the  basis  of  the  weights 
and  butterfat  tests  at  the  farm,  the  co¬ 
operative  would  be  responsible  for  pool¬ 
ing  the  differences  between  the  farm 
weights  and  tests  and  those  accounted 
for  as  received  at  pool  plants.  A  Class  in 
shrinkage  allowance  of  0.5  percent  is  pro¬ 
vided  to  cover  such  differences,  the  same 
as  allowed  a  transferor-plant  on  ship¬ 
ments  to  another  plant. 

In  connection  with  designating  a  co¬ 
operative  as  the  handler  on  bulk  tank 
milk,  it  was  suggested  that  shrinkage  re¬ 
sulting  from  milk  of  producers  destroyed 
or  lost  under  extraordinary  circum¬ 
stances  (e.g.,  milk  lost  from  an  over¬ 
turned  tank  truck)  be  classified  in  the 
lowest  price  class. 


Losses  of  milk  and  milk  products  in  a 
vehicular  accident,  flood,  fire,  or  similar 
catastrophe  beyond  their  control  may  be 
experienced  by  cooperative  bulk  tank 
handlers  and  other  handlers.  To  the 
extent  that  the  quantities  involved  can 
be  verified  from  records  kept  by  the 
handler  and  satisfactory  to  the  market 
administrator,  a  Class  HI  classification 
should  be  provided  for  such  losses. 

A  Class  HI  classification  is  now  pro¬ 
vided  for  the  skim  milk  and  butterfat  in 
milk  products  dumped  by  a  handler  if 
the  market  administrator  is  notified  in 
advance  of  such  dumping  and  is  given 
the  opportunity  to  verify  it.  When  milk 
is  lost  by  a  handler  in  a  truck  accident 
or  in  a  comparable  situation  beyond  his 
control  it  is  not  possible  to  give  advance 
notice  to  the  market  administrator.  How¬ 
ever,  the  quantities  of  milk  and  milk 
products  lost  or  destroyed  can  generally 
be  established  in  a  reasonable  maimer. 
The  quantities  of  milk  lost  in  a  truck  ac¬ 
cident,  for  example,  can  frequently  be 
verified  from  shipping  invoices  or  from 
farm  pickup  records. 

Milk  lost  under  circumstances  beyond 
the  control  of  the  handler  obviously 
would  not  provide  any  return  to  him  ex¬ 
cept  as  covered  by  insurance.  Neverthe¬ 
less,  producers  should  not  be  involved 
and  should  be  remunerated  for  all  milk 
the  handler  has  received  from  them.* 

It  is  not  intended  that  this  provision 
shall  be  applicable  to  milk  lost  through 
faulty  pipe  connections,  open  or  leaking 
valves,  broken  hoses,  contamination  and 
similar  accidents  which  must  be  con¬ 
sidered  normal  business  hazards.  Milk 
lost  in  such  manner  is  part  of  the  normal 
shrinkage  experienced  in  any  milk  op¬ 
eration  and  such  losses  are  adequately 
provided  for  under  the  shrinkage  provi¬ 
sions.  However,  the  shrinkage  provi¬ 
sions  cannot  be  expected  to  accommodate 
losses  from  truck  accidents,  flood,  fire, 
and  similar  catastrophes.  Providing  a 
Class  III  classification  for  verified 
amounts  of  skim  milk  and  butterfat  in 
milk  and  milk  products  lost  under  such 
circumstances,  as  adopted  herein,  is  a 
reasonable  basis  for  handling  such  losses. 

5.  Offsetting  payments  due  from  a 
handler  agaXnst  payments  due  the  han¬ 
dler.  Any  payments  due  the  market  ad¬ 
ministrator  from  a  handler  should  be 
offset  against  a  payment  due  the  handler 
from  the  producer-settlement  fund. 

The  order  now  provides  for  offsetting 
payments  due  from  a  handler  against 
payment  due  the  handler  from  the  pro¬ 
ducer-settlement  fund.  However,  it  nei¬ 
ther  expressly  precludes  nor  explicitly 
provides  that  the  amounts  due  the  mar¬ 
ket  administrator  for  other  purposes 
may  offset  payments  due  from  the  pro¬ 
ducer-settlement  fund.  The  language 
herein  adopted  will  clarify  this  by  stat¬ 
ing  specifically  that  the  payment  due  a 
handler  from  the  producer-settlement 
fund  shall  be  reduced  by  any  amount  he 
owes  the  producer-settlement  fund  and 
for  administrative  assessments,  market¬ 
ing  service  deductions,  audit  adjust¬ 
ments,  and  interest  charges  on  unpaid 
obligations. 


The  change  here  adopted  was  proposed 
by  the  major  cooperative  in  the  market 
and  was  unopposed  at  the  hearing.  It  will 
contribute  to  orderly  marketing  by  fa¬ 
cilitating  the  collection  of  monies  due 
from  handlers  and  will  avoid  unneces¬ 
sary  and  duplicate  transactions.  Addi¬ 
tionally,  it  will  provide  a  practicable 
means  for  collecting  money  from  a  han¬ 
dler  who  is  delinquent  in  any  payments 
due  the  market  administrator. 

6.  The  advertising  and  promotion  as¬ 
sessment  as  an  adjustment  to  the  uni¬ 
form  price.  A  handler  proposal  to  re¬ 
move  the  5-cent  per  hundredweight  ad¬ 
vertising  and  promotion  deduction  for 
the  uniform  price  computation,  and  ap¬ 
ply  it  instead  as  a  deduction  from  the 
uniform  price  in  paying  producers, 
should  not  be  adopted. 

There  is  some  overlapping  of  the  sup¬ 
ply  areas  for  the  Indiana  order  and  for 
6  nearby  orders  (Chicago  Regional, 
Southern  Illinois,  Central  Illinois,  Ohio 
Valley,  Southern  Michigan,  and  Louis- 
ville-Lexington-Evansville) ,  none  of 
which  provide  for  an  advertising  and 
promotion  assessment.  Handlers  con¬ 
tended  that  under  the  present  arrange¬ 
ment  in  the  Indiana  order,  whereby  the 
5-cent  advertising  and  promotion  assess¬ 
ment  is  reflected  in  the  uniform  price,  the 
announced  uniform  price  for  Indiana 
is  not  comparable  with  those  announced 
for  the  6  nearby  orders  with  no  advertis¬ 
ing  and  promotion  assessment. 

The  advertising  and  promotion  pro¬ 
gram  is  a  voluntary  producer  program. 
After  the  inclusion  of  such  a  program  in 
an  order,  each  producer  decides  whether 
he  will  contribute  to  the  cost  of  its  oper¬ 
ation.  The  responsibility  for  operating 
the  program  and  the  costs  of  operating 
it  are  borne  entirely  by  producers.  Han¬ 
dlers  are  not  involved  in  any  way  in  the 
advertising  and  promotion  program. 

The  change  proposed  was  not  sup¬ 
ported  by  producers.  In  fact,  they  ex¬ 
pressed  no  dissatisfaction  with  the  way  in 
which  the  5-cent  per  hundredweight  ad¬ 
vertising  and  promotion  deduction  is  now 
provided  for  under  the  order.  Moreover, 
adopting  the  handler  proposal  would 
have  no  effect  on  either  the  prices  the 
order  requires  handlers  to  pay  producers 
for  their  milk  or  on  the  net  price  re¬ 
turned  to  producers.  Accordingly,  no 
purpose  would  be  served  by  changing  any 
order  provisions  affecting  the  advertis¬ 
ing  and  promotion  program  at  this  time. 

Exceptions  filed  on  behalf  of  propo¬ 
nent  handlers  urged  a  more  in-depth 
analysis  of  the  procurement  facts  for 
the  Indiana  marketing  area.  Exceptors 
reiterated  their  position  taken  at  the 
hearing  that  “the  procedure  provided  by 
the  order  of  a  reduction  in  the  compu¬ 
tation  of  the  announced  uniform  price 
for  the  5-cent  advertising  and  promotion 
set-aside  results  in  an  inaccurate,  un¬ 
fair  and  not  a  totally  honest  blend  price 
representative  of  the  total  value  han¬ 
dlers  paid  for  producer  milk  on  a  classi¬ 
fied  use  basis’’. 

The  procedure  whereby  the  mandatory 
deduction  of  advertising  and  promotion 
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monies  is  made  from  the  gross  pool  pro¬ 
ceeds  before  the  computation  of  the  uni¬ 
farm  price  is  specifically  authorized  by 
the  statute  and  is  universally  followed 
under  all  Federal  milk  orders  providing 
advertising  and  promotion  programs.  For 
the  identical  reasons  set  forth  above  in 
the  denial  of  the  proposed  order  modi¬ 
fication,  the  exceptions  are  denied. 

7.  Computing  interest  on  overdue  ac¬ 
counts.  The  date  when  interest  charges 
begin  on  unpaid  obligations  to  the  mar¬ 
ket  administrator  should  not  be  changed. 

A  handler  must  now  pay  interest  on 
payments  owed  the  producer-settlement 
fund,  for  administration  expense,  and 
for  marketing  service  deductions  begin¬ 
ning  on  the  6th  day  after  such  payments 
are  due.  This  provision  became  appli¬ 
cable  in  the  order  effective  April  1, 1973. 

Handlers  proposed  that  interest  on 
Unpaid  obligations  be  computed  begin¬ 
ning  the  8th  day  after  such  obligations 
are  due.  They  claimed  that  an  additional 
2  days  are  needed  because  their  billings 
from  the  market  administrator  are  fre¬ 
quently  delayed  because  of  routine  de¬ 
lays  in  mail  deliveries.  This  is  substan¬ 
tially  the  same  basis  on  which  the  pro¬ 
vision  to  charge  interest  beginning  6  days 
after  the  due  date  was  adopted. 

Handlers  asserted  that  as  many  as  3 
days  may  elapse  between  the  time  a  bill¬ 
ing  mailed  from  the  market  adminis¬ 
trator’s  office  is  received  by  a  handler 
and  another  3  days  may  elapse  between 
the  time  the  payment  mailed  by  an  han¬ 
dler  is  rceived  by  the  market  administra¬ 
tor.  No  actual  instances  were  cited  to  es¬ 
tablish  that  it  takes  3  days  each  way  for 
mailings  between  the  market  adminis¬ 
trator  and  handlers.  Neither  was  any 
other  data  presented  to  substantiate  that 
this  accurately  reflects  the  actual  ex¬ 
perience.  Assuming,  nevertheless,  that  as 
many  as  3  days  elapse  between  the  time 
a  letter  is  mailed  and  the  time  it  is  re¬ 
ceived,  the  6-day  period  of  grace  now 
allowed  before  interest  is  charged  on 
overdue  accounts  provides  adequately 
for  such  a  situation. 

Handlers  are  billed  by  the  market  ad¬ 
ministrator  immediately  following  com¬ 
pletion  of  the  monthly  uniform  price 
computation.  The  date  the  uniform  price 
is  computed  depends  on  when  handlers’ 
monthly  reports  are  received.  When  re¬ 
ports  are  late,  the  uniform  price  an¬ 
nouncement  is  delayed. 

Handler  reports  are  due  on  or  before 
the  8th  of  the  month  for  the  preceding 
month  and  the  market  administrator 
must  announce  the  uniform  price  no 
later  than  the  14th.  Payments  by  han¬ 
dlers  to  the  producer-settlement  fund 
and  for  order  administration  expenses 
and  marketing  service  deductions  are 
due  on  or  before  the  15th  of  the  month. 

If  the  reports  for  all  handlers  are 
filed  when  due,  it  can  be  expected  the 
market  administrator  will  complete  the 
uniform  price  computation  and  bill  han¬ 
dlers  before  the  14th  of  the  month.  This 
would  allow  sufficient  time  for  handlers 
to  make  payments  to  the  market  ad¬ 
ministrator  when  due,  by  the  15th  of  the 
month.  Of  course,  when  reports  are  filed 


late,  it  necessarily  delays  the  date  when 
the  billings  are  issued  to  handlers.  There 
is  no  indication,  however,  that  billings  to 
handlers  have  ever  been  issued  so  late  as 
to  make  it  impossible  for  the  handlers  to 
pay  the  market  administrator  within  6 
days  after  their  due  dates. 

In  support  of  their  request  for  an  addi¬ 
tional  2  days  before  interest  is  charged 
on  overdue  accounts,  handlers  referred 
to  a  number  of  other  orders  with  provi¬ 
sions  different  from  the  Indiana  order  in 
this  regard.  Some  of  these  orders  charge 
no  interest  until  the  first  day  of  the 
month  following  the  due  date  and  some 
allow  no  period  of  grace  before  charging 
interest.  The  provisions  in  these  other 
orders  were  derived  from  record  evidence 
of  the  hearing  applicable  to  each  order. 
They  were  deemed  appropriate  under  the 
conditions  in  the  applicable  order  mar¬ 
ket  and  cannot  be  considered  a  basis  for 
effecting  the  requested  change  in  the 
Indiana  order. 

The  purpose  of  interest  charges  is  to 
insure  the  prompt  payment  of  amounts 
due  the  market  administrator,  which  is 
necessary  to  achieve  efficient  administra¬ 
tion  of  the  order.  Extending  the  period  of 
grace  for  making  such  payments  an  addi¬ 
tional  2  days,  as  proposed  by  handlers, 
would  be  inconsistent  with  this  purpose. 

8.  Conforming  changes.  The  definition 
changes  provided  in  this  decision  require 
changes  in  other  sections  of  the  order  in¬ 
volving  such  definitions.  The  affected 
provisions  have  been  redrafted  to  reflect 
the  changes.  Except  as  heretofore  noted, 
these  changes  do  not  affect  the  applica¬ 
tion  or  impact  of  the  order. 

It  is  not  expected  that  any  order 
amendment  resulting  from  this  decision 
will  become  effective  before  August  1, 
1974.  Accordingly,  the  attached  order 
language  of  this  decision  is  coordinated 
with  that  in  the  amended  Indiana  order 
issued  April  29,  1974,  to  be  effective  Au¬ 
gust  1, 1974. 

9.  Need  for  emergency  action.  The  no¬ 
tice  of  hearing  provided  for  evidence  to 
be  taken  to  determine  whether  emer¬ 
gency  marketing  conditions  exist  that 
would  warrant  omission  of  a  recom¬ 
mended  decision  on  the  proposal  to  desig¬ 
nate  a  cooperative  association  as  the 
handler  on  farm  bulk  tank  milk.  At  the 
hearing,  proponent  urged  prompt  action 
on  this  proposal.  However,  no  testimony 
was  presented  to  justify  omission  of  the 
recommended  decision  and  the  opportu¬ 
nity  to  file  exceptions  thereto.  The  pro¬ 
posal  for  taking  emergency  action  is 
therefore  denied. 

Rulings  on  Proposed  Findings  and 
Conclusions 

Briefs  and  proposed  findings  and  con¬ 
clusions  were  filed  on  behalf  of  certain 
interested  parties.  These  briefs,  proposed 
findings  and  conclusions  and  the  evi¬ 
dence  in  the  record  were  considered  in 
making  the  findings  and  conclusions  set 
forth  above.  To  the  extent  that  the  sug¬ 
gested  findings  and  conclusions  filed  by 
interested  parties  are  inconsistent  with 
the  findings  and  conclusions  set  forth 
herein,  the  requests  to  make  such  find¬ 


ings  or  reach  such  conclusions  are  denied 
for  the  reasons  previously  stated  in  this 
decision. 

General  Findings 

The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  deter¬ 
minations  previously  made  in  connection 
with  the  issuance  of  the  aforesaid  order 
and  of  the  previously  issued  amendments 
thereto ;  and  all  of  said  previous  findings 
and  determinations  are  hereby  ratified 
and  affirmed,  except  insofar  as  such  find¬ 
ings  and  determinations  may  be  in  con¬ 
flict  with  the  findings  and  determina¬ 
tions  set  forth  herein. 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price  of 
feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  tentative  market¬ 
ing  agreement  and  the  order,  as  hereby 
proposed  to  be  amended,  are  such  prices 
as  will  reflect  the  aforesaid  factors,  in¬ 
sure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public  in¬ 
terest; 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  will  regulate  the  handling 
of  milk  in  the  same  manner  as,  and  will 
be  applicable  only  to  persons  in  the  re¬ 
spective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held; 

(d)  All  milk  and  milk  products 
handled  by  handlers,  as  defined  in  the 
tentative  marketing  agreement  and  the 
order  as  hereby  proposed  to  be  amended, 
are  in  the  current  of  interstate  com¬ 
merce  or  directly  burden,  obstruct,  or  af¬ 
fect  interstate  commerce  in  milk  or  its 
products;  and 

(e)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administra¬ 
tor  for  the  maintenance  and  functioning 
of  such  agency  will  require  the  payment 
by  each  handler,  as  his  pro  rata  share 
of  such  expense,  4  cents  per  hundred¬ 
weight  or  such  lesser  amount  as  the  Sec¬ 
retary  may  prescribe,  with  respect  to 
milk  specified  in  §  1049.85  of  the  afore¬ 
said  tentative  marketing  agreement  and 
the  order  as  proposed  to  be  amended. 

Rulings  on  Exceptions 

In  arriving  at  the  findings  and  con¬ 
clusions,  and  the  regulatory  provisions  of 
this  decision,  each  of  the  exceptions  re¬ 
ceived  was  carefully  and  fully  considered 
in  conjunction  with  the  record  evidence. 
To  the  extent  that  the  findings  and  con¬ 
clusions,  and  the  regulatory  provisions  of 
this  decision  are  at  variance  with  any 
of  the  exceptions,  such  exceptions  are 
hereby  overruled  for  the  reasons  pre¬ 
viously  stated  in  this  decision. 
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Marketing  Agreement  and  Order 

Annexed  hereto  and  made  a  part 
hereof  are  two  documents,  a  marketing 
agreement1  regulating  the  handling  of 
milk,  and  an  ORDER  amending  the  order 
regulating  the  handling  of  milk  in  the 
Indiana  marketing  area  which  have  been 
decided  upon  as  the  detailed  and  appro¬ 
priate  means  of  effectuating  the  fore¬ 
going  conclusions. 

It  is  hereby  ordered,  That  this  entire 
decision,  except  the  attached  marketing 
agreement,1  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
the  marketing  agreement  are  Identical 
with  those  contained  in  the  order  as 
hereby  proposed  to  be  amended  by  the 
attached  order  which  is  published  with 
this  decision. 

Referendum  Order  To  Determine  Pro¬ 
ducer  Approval;  Determination  of 
Representative  Period;  and  Designa¬ 
tion  of  Referendum  Agent 

It  is  hereby  directed  that  a  referendum 
be  conducted  and  completed  on  or  before 
the  30th  day  from  the  date  this  decision 
is  issued,  in  accordance  with  the  proce¬ 
dure  for  the  conduct  of  referenda  (7  CFR 
900.300  et  seq.),  to  determine  whether 
the  issuance  of  the  attached  order  as 
amended  and  as  hereby  proposed  to  be 
amended,  regulating  the  handling  of 
milk  in  the  Indiana  marketing  area  is 
approved  or  favored  by  producers,  as 
defined  under  the  terms  of  the  order  (as 
amended  and  as  hereby  proposed  to  be 
amended) ,  who  during  the  representative 
period  were  engaged  in  the  production  of 
milk  for  sale  within  the  aforesaid  mar¬ 
keting  area. 

The  representative  period  for  the  con¬ 
duct  of  such  referendum  is  hereby  deter¬ 
mined  to  be  May  1974. 

The  agent  of  the  Secretary  to  conduct 
such  referendum  is  hereby  designated  to 
be  M.  C.  Jenkins. 

Signed  at  Washington,  D.C.  on; 
July  17, 1974. 

Richard  L.  Feltner, 

Assistant  Secretary. 

Order  5  Amending  the  Order,  Regulating 

the  Handling  of  Milk  in  the  Indiana 

Marketing  Area 

findings  and  determinations 

The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  determi¬ 
nations  previously  made  in  connection 
with  the  issuance  of  the  aforesaid  order 
and  of  the  previously  issued  amendments 
thereto;  and  all  of  said  previous  findings 
and  determinations  are  hereby  ratified 
and  affirmed,  except  insofar  as  such  find¬ 
ings  and  determinations  may  be  in  con¬ 
flict  with  the  findings  and  determina¬ 
tions  set  forth  herein. 


1  Filed  as  part  of  the  original  document. 
s  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  f  900.14 
of  the  rules  of  practice  and  procedure  gov¬ 
erning  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 


(a)  Findings.  A  public  hearing  was 
held  upon  certain  proposed  amendments 
to  the  tentative  marketing  agreement 
and  to  the  order  regulating  the  handling 
of  milk  in  the  Indiana  marketing  area. 
The  hearing  was  held  pursuant  to  the 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure  (7  CFR 
Part  900). 

Upon  the  basis  of  the  evidence  intro¬ 
duces  at  such  hearing  and  the  record 
thereof,  it  is  found  that: 

( 1 )  The  said  order  as  hereby  amended, 
and  all  of  the  terms  and  conditions 
thereof,  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  Act; 

(2)  The  parity  prices  of  milk,  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act, 
are  not  reasonable  in  view  of  the  price  of 
feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order  as 
hereby  amended,  are  such  prices  as  will 
reflect  the  aforesaid  factors,  insure  a 
sufficient  quantity  of  pure  and  wholesome 
milk,  and  be  in  the  public  interest; 

(3)  The  said  order  as  hereby  amended 
regulates  the  handling  of  milk  in  the 
same  manner  as,  and  is  applicable  only 
to  persons  in  the  respective  classes  of  in¬ 
dustrial  or  commercial  activity  specified 
in,  a  marketing  agreement  upon  which  a 
hearing  has  been  held; 

(4)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  the  order 
as  hereby  amended,  are  in  the  current 
of  interstate  commerce  or  directly  bur¬ 
den,  obstruct,  or  affect  interstate  com¬ 
merce  in  milk  or  itc  products;  and 

(5)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administrator 
for  the  maintenance  and  functioning  of 
such  agency  will  require  t'.e  payment  by 
each  handler,  as  his  pro  rata  share  of 
such  expense,  4  cents  per  hundredweight 
or  such  lesser  amount  as  the  Secretary 
may  prescribe,  with  respect  to  milk  spec¬ 
ified  in  §  1049.85. 

Order  relative  to  handling.  It  is  there¬ 
fore  ordered  that  on  and  after  the  effec¬ 
tive  date  hereof  the  handling  of  milk  in 
the  Indiana  marketing  area  shall  be  in 
conformity  to  and  in  complance  with  the 
terms  and  conditions  of  the  order,  as 
amended,  and  as  hereby  amended,  as 
follows: 

The  provisions  of  the  proposed  mar¬ 
keting  agreement  and  order  amending 
the  order  contained  in  the  recommended 
decision  issued  by  the  Associate  Admin- 
istrr  tor  on  June  14,  1974,  and  published 
in  thj  Federal  Register  on  June  19,  1974 
(39  FR  21154) ,  shall  be  and  are  the  terms 
and  provisions  of  this  order,  amending 
the  order,  and  are  set  forth  n  full  herein, 
subject  to  a  modification  in  §  1049.31. 
The  entire  order,  as  amended  herein, 
is  published  herewith. 

PART  1049— MILK  IN  INDIANA 

MARKETING  AREA 

Subpart — Order  Regulating  Handling 

General  Provisions 

Sec. 

1049.1  General  provisions. 


Definitions 

Sec. 

1049.3  Indiana  marketing  area. 

1049.3  Route  disposition. 

1049.4  (Reserved] 

1049.5  Distributing  plant. 

1049.6  Supply  plant. 

1049.7  Pool  plant. 

1049.8  Nonpool  plant. 

1049.9  Handler. 

1049.10  Producer-handler. 

1049.11  [Reserved] 

1049.12  Producer. 

1049.13  Producer  milk. 

1049.14  Other  source  milk. 

1049.15  Fluid  milk  product. 

1049.16  Fluid  cream  product. 

1049.17  Filled  milk. 

1049.18  Cooperative  association. 

Handler  Reports 

1049.30  Reports  of  receipts  and  utilization. 

1049.31  Payroll  reports. 

1049.32  Other  reports. 

Classification  of  Milk 


1049.40  Classes  of  utilization. 

1049.41  Shrinkage. 

1049.42  Classification  of  transfers  and 

diversions. 

1049.43  General  classification  rules. 

1049.44  Classification  of  producer  milk. 

1049.45  Market  administrator's  reports  and 

announcements  concerning  clas¬ 
sification. 

Class  Prices 

1049.50  Class  prices. 

1049.51  Basic  formula  price. 

1049.52  Plant  location  adjustments  for 

handlers. 

1049.53  Announcement  of  class  prices. 

1049.54  Equivalent  price. 

Uniform  Prick 

1049.60  Handler’s  value  of  milk  for  com¬ 

puting  uniform  price. 

1049.61  Computation  of  uniform  price  (In¬ 

cluding  weighted  average  price). 

1049.62  Announcement  of  uniform  price 

and  butterfat  differential. 

Payments  for  Milk 

1049.70  Producer-settlement  fund. 

1049.71  Payments  to  the  producer-settle¬ 

ment  fund. 

1049.72  Payments  from  the  producer-set¬ 

tlement  fund. 

1049.73  Payments  to  producers  and  to  co¬ 

operative  associations. 

1049.74  Butterfat  differential. 

1049.75  Plant  location  adjustments  for 

producers  and  on  nonpool  milk. 

1049.76  Payments  by  handler  operating  a 

partially  regulated  distributing 
plant. 

1049.77  Adjustment  of  accounts. 

1049.78  Charges  on  overdue  accounts. 

Administrative  Assessment  and 
Marketing  Service  Deduction 


1049.85  Assessment  for  order  administra¬ 

tion. 

1049.86  Deduction  for  marketing  services. 
Advertising  and  Promotion  Program 


Secs. 

1049.110  Agency. 

1049.111  Composition  of  the  Agency. 

1049.112  Term  of  office. 

1049.113  Selection  of  Agency  members. 

1049.114  Agency  operating  procedure. 

1049.115  Powers  of  the  Agency. 

1049.116  Duties  of  the  Agency. 

1049.117  Advertising,  research,  education, 

and  promotion  program. 

1049.118  Limitation  of  expenditures  by  the 

Agency. 
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1049.119  Personal  liability. 

1049.120  Procedure  for  requesting  refunds. 

1049.121  Duties  of  the  market  adminis¬ 

trator. 

1049.122  Liquidation. 

Authority:  Secs.  1-19,  48  Stat.  31,  as 
amended:  (7  U.S.C.  601-674). 

General  Provisions 


§  1049.6  Supply  plant. 

“Supply  plant”  means  a  plant  in  which 
some  milk  approved  by  any  duly  consti¬ 
tuted  health  authority  for  fluid  consump¬ 
tion  in  the  marketing  area  is  assembled 
and  shipped  in  bulk  as  milk  or  skim 
milk  to  a  distributing  plant  during  the 
month 


§  1049.1  General  provisions. 

The  terms,  definitions,  and  provisions 
in  Part  1000  of  this  chapter  are  hereby 
incorporated  by  reference  and  made  a 
part  of  this  order. 

Definitions 


§  1049.2  Indiana  marketing  area. 

“Indiana  marketing  area”  (hereinafter 
referred  to  as  the  “marketing  area”) 
means  all  the  territory  within  the  bound¬ 
aries  of  each  of  the  Indiana  counties 
listed  below,  including  territory  wholly 
or  partly  within  such  boundaries  oc¬ 
cupied  by  Government  (municipal,  State, 
or  Federal)  reservations,  installations, 
Institutions,  or  other  similar  establish¬ 
ments: 


Adams. 

Allen. 

Bartholomew. 

Blackford. 

Boone. 

Brown. 

Cass. 

Clay. 

Clinton. 

Decatur. 

De  Kalb. 

Delaware. 

Elkhart. 

Payette. 

Fountain. 

Franklin. 

Fulton. 

Grant. 

Hamilton.  ' 

Hancock. 

Hendricks. 

Henry. 

Howard. 

Huntington. 

Jackson. 

Jay. 

Jefferson. 

Jennings. 

Johnson. 

Kosciusko. 

Lagrange. 

Lake. 


La  Porte. 

Lawrence. 

Madison. 

Marion. 

Marshall. 

Miami. 

Monroe. 

Montgomery. 

Morgan. 

Noble. 

Owen. 

Parke. 

Porter. 

Putnam. 

Randolph. 

Ripley. 

Rush. 

Shelby. 

Steuben. 

St.  Joseph. 

Starke. 

Switzerland. 

Tippecanoe. 

Tipton. 

Union. 

Vermillion. 

Vigo. 

Wabash. 

Warren. 

Wayne. 

Wells. 

Whitley. 


§  1049.3  Route  disposition. 


“Route  disposition”  means  a  delivery 
(including  that  custom-packaged  for  an¬ 
other  person,  disposition  from  a  plant 
store  or  from  a  distribution  point  and 
distribution  by  a  vendor  or  vending  ma¬ 
chine)  of  any  fluid  milk  product  classi¬ 
fied  as  Class  I  milk  other  than  a  delivery 
in  bulk  form  to  any  milk  or  filled  milk 
processing  plant. 

§  1049.4  [Reserved] 

§  1049.5  Distributing  plant. 

“Distributing  plant”  means  a  plant 
approved  by  any  duly  constituted  health 
authority  for  the  processing  or  packag¬ 
ing  of  milk  for  fluid  consumption  in  the 
marketing  area  and  from  which  there  is 
route  disposition  during  the  month  in  the 
marketing  area. 


§  1049.7  Pool  plant. 

Except  as  provided  in  paragraph  (c) 
of  this  section,  “pool  plant”  means: 

( a)  A  distributing  plant  with : 

(1)  Total  route  disposition,  exclusive 
of  packaged  fluid  milk  products  received 
from  other  plants  and  filled  milk,  in  an 
amount  not  less  than  50  percent  of 
Grade  A  milk  received  at  such  plant  (ex¬ 
cluding  receipts  of  milk  diverted  from 
another  plant  pursuant  to  §  1049.13) 
during  the  month  from  dairy  farmers, 
supply  plants,  and  handlers  pursuant  to 
§  1049.9(c),  except  that  a  plant  meeting 
such  percentage  requirement  for  the 
preceding  month  may  remain  qualified 
under  this  subparagraph  in  the  current 
month:  and 

(2)  Route  disposition  within  the  mar¬ 
keting  area  during  the  month  of  at  least 
10  percent  of  such  receipts,  such  route 
disposition  to  be  exclusive  of  packaged 
fluid  milk  products  received  from  other 
plants  and  filled  milk:  Provided,  That 
any  plant  meeting  the  requirements  of 
this  paragraph  in  each  of  the  months 
of  September  through  May,  inclusive, 
shall  continue  to  have  pool  plant  status 
in  the  months  of  June,  July,  and  Au¬ 
gust,  immediately  following  if  there  is 
route  disposition,  except  filled  milk, 
from  the  plant  in  the  marketing  area 
during  such  month. 

(b)  A  supply  plant  from  which  not 
less  than  50  percent  of  the  Grade  A  milk 
received  from  dairy  farmers  and  han¬ 
dlers  pursuant  to  §  1049.9(c)  at  such 
plant  during  the  month  is  shipped  to 
plants  qualifying  for  the  month  pursuant 
to  paragraph  (a)  of  this  section.  A  plant 
qualified  pursuant  to  this  paragraph  in 
each  of  the  immediately  preceding 
months  of  September  through  February 
shall  remain  so  qualified  for  the  months 
of  April  through  August  unless  written 
application  is  filed  with  the  market  ad¬ 
ministrator  on  or  before  the  first  day  of 
any  such  month  to  designate  such  plant 
as  a  nonpool  plant  for  such  month  and 
for  each  subsequent  month  through  Au¬ 
gust  during  which  it  would  otherwise  not 
qualify  under  this  paragraph. 

(c)  The  term  “pool  plant”  shall  not 
apply  to  the  following  plants : 

( 1 )  A  producer-handler  plant ; 

(2)  A  distributing  plant  from  which 
the  Secretary  determines  there  is  a 
greater  proportion  of  route  disposition 
(except  filled  milk)  in  another  market¬ 
ing  area  regulated  by  another  order  is¬ 
sued  pursuant  to  the  Act  and  such  plant 
is  fully  subject  to  regulation  of  such 
other  order:  Provided,  That  a  distribut¬ 
ing  plant  which  was  a  pool  plant  under 
this  order  in  the  immediately  preceding 
month  shall  continue  to  be  subject  to 
all  of  the  provisions  of  this  part  until  the 
third  consecutive  month  in  which  it  has 


a  greater  proportion  of  its  route  disposi¬ 
tion  (except  filled  milk)  in  such  other 
marketing  area,  unless,  notwithstanding 
the  provisions  of  this  subparagraph,  it  is 
regulated  by  such  other  order; 

(3)  A  distributing  plant  which  meets 
the  requirements  of  paragraph  (a)  of 
this  section  which  also  meets  the  re¬ 
quirements  of  another  order  on  the  basis 
of  its  route  disposition  in  such  other  mar¬ 
keting  area  and  from  which  the  Secre¬ 
tary  determines  there  is  a  greater  quan¬ 
tity  of  route  disposition  (except  filled 
milk)  during  the  month  in  this  market¬ 
ing  area  than  in  such  other  marketing 
area  but  which  plant  is  nevertheless 
fully  regulated  under  such  other  order; 

(4)  A  supply  plant  which  during  the 
month  is  fully  subject  to  the  pricing 
and  pooling  provisions  of  another  order 
issued  pursuant  to  the  Act,  unless  such 
plant  is  qualified  as  a  pool  plant  pur¬ 
suant  to  paragraph  (b)  of  this  section 
and  a  greater  volume  of  fluid  milk  prod¬ 
ucts  (except  filled  milk)  is  moved  to 
pool  distributing  plants  qualified  on  the 
basis  of  route  disposition  in  this  mar¬ 
keting  area;  and 

(5)  That  portion  of  a  plant  that  is 
physically  separated  from  the  Grade  A 
portion  of  such  plant,  is  operated  sepa¬ 
rately  and  is  not  approved  by  any  health 
authority  for  the  receiving,  processing  or 
packaging  of  any  fluid  milk  product  for 
Grade  A  disposition. 

§  1049.8  Nonpool  plant. 

“Nonpool  plant”  means  any  milk  or 
filled  milk  receiving,  manufacturing,  or 
processing  plant  other  than  a  pool  plant. 
The  following  categories  of  nonpool 
plants  are  further  defined  as  follows: 

(a)  “Other  order  plant”  means  a  plant 
that  is  fully  subject  to  the  pricing  and 
pooling  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act. 

(b)  “Producer-handler  plant”  means 
a  plant  operated  by  a  producer-handler 
as  defined  in  any  order  (including  this 
part)  issued  pursuant  to  the  Act. 

(c)  “Partially  regulated  distributing 
plant”  means  a  nonpool  plant  that  is 
neither  an  other  order  plant  nor  a  pro¬ 
ducer-handler  plant,  from  which  there 
is  route  disposition  in  consumer-type 
packages  or  dispenser  units  in  the  mar¬ 
keting  area  during  the  month. 

(d)  “Unregulated  supply  plant”  means 
a  nonpool  supply  plant  that  is  not  an 
other  order  plant  or  a  producer-handler 
plant,  from  which  fluid  milk  products 
are  shipped  during  the  month  to  a  pool 
plant. 

§  1049.9  Handler. 

“Handler”  means: 

(a)  Any  person  in  his  capacity  as  the 
operator  of  a  pool  plant; 

(b)  Any  cooperative  association  with 
respect  to  producer  milk  diverted  for  the 
account  of  such  association  pursuant  to 
§  1049.13; 

(c)  Any  cooperative  association  with 
respect  to  milk  it  receives  for  its  account 
from  the  farm  of  a  producer  in  a  tank 
truck  owned  and  operated  by,  or  under 
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the  control  of,  such  association,  for  de¬ 
livery  to  a  pool  plant  operated  by  an¬ 
other  person,  unless  both  the  cooperative 
association  and  the  operator  of  the  pool 
plant  notify  the  market  administrator 
that  the  plant  operator  will  be  re¬ 
sponsible  for  payment  for  the  milk  and 
is  purchasing  the  milk  on  the  basis  of 
weights  determined  from  its  measure¬ 
ment  at  the  farm  and  butterfat  tests  de¬ 
termined  from  farm  bulk  tank  samples. 
Milk  for  which  the  cooperative  associa¬ 
tion  is  the  handler  pursuant  to  this  para¬ 
graph  shall  be  deemed  to  have  been  re¬ 
ceived  by  the  cooperative  association  at 
the  location  of  the  pool  plant  to  which 
such  milk  is  delivered. 

(d)  Any  person  who  operates  a  par¬ 
tially  regulated  distributing  plant; 

(e)  A  producer-handler;  or 

(f)  Any  person  who  operates  an  other 
order  plant  described  in  §  1049.7(c). 

§  1019.10  Producer-handler. 

“Producer-handler"  means  a  person 
who  operates  a  dairy  farm  and  a  distrib¬ 
uting  plant  and  who  receives  no  fluid 
milk  products  from  other  dairy  farmers 
or  from  sources  other  than  pool  plants, 
and  no  milk  products  other  than  fluid 
milk  products  for  reconstitution  into 
fluid  milk  products :  Provided,  That  such 
person  provides  proof  satisfactory  to  the 
market  administrator  that  the  care  and 
management  of  all  dairy  animals  and 
other  resources  used  in  his  own  farm 
production  and  the  operation  of  the 
processing  and  distributing  business  are 
at  the  personal  enterprise  and  risk  of 
such  person. 

§  1049.11  [Reserved] 

§  1049.12  Producer. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  “producer”  means  any 
person  who,  in  compliance  with  Grade  A 
inspection  requirements  of  a  duly  consti¬ 
tuted  health  authority,  produces  milk 
for  distribution  as  fluid  milk  products 
within  the  marketing  area  or  produces 
milk  acceptable  for  fluid  consumption  at 
Federal,  State  or  municipal  institutions, 
which  milk  is  received  at  a  pool  plant, 
diverted  pursuant  to  §  1049.13,  or  received 
by  a  handler  pursuant  to  §  1049.9(c) . 

(b)  “Producer"  shall  not  include: 

<1)  A  producer -handler  as  defined  in 
any  order  (including  this  part)  issued 
pursuant  to  the  Act; 

(2)  Any  person  with  respect  to  milk 
produced  by  him  which  is  diverted  to  a 
pool  plant  from  an  other  order  plant  if 
the  other  order  designates  such  person 
as  a  producer  under  that  order  and  such 
milk  is  allocated  to  Class  II  or  Class  III 
utilization  pursuant  to  §  1049.44(a)  (8) 
(iii)  and  the  corresponding  step  of 
5  1049.44(b);  and 

(3)  Any  person  with  respect  to  milk 
produced  by  him  which  is  reported  as 
diverted  to  an  other  order  plant  if  any 
portion  of  such  person’s  milk  so  moved  is 
assigned  to  Class  I  under  the  provisions 
of  such  other  order. 


§  1049.13  Producer  milk. 

“Producer  milk”  means  all  skim  milk 
and  butterfat  contained  in  milk  of  any 
producer  which  is: 

(a)  Received  during  the  month  at  one 
or  more  pool  plants  or  by  a  handler  pur¬ 
suant  to  §  1049.9(c)  (milk  may  be  di¬ 
verted  during  the  month  by  a  handler 
from  a  pool  distributing  plant  to  another 
pool  plant  (s)  for  not  more  days  of  pro¬ 
duction  of  producer  milk  than  is  physi¬ 
cally  received  at  the  diverting  pool 
plant) . 

(b)  Received  at  a  pool  plant  at  least 
one  day  during  the  month  from  such 
producer  or  from  a  handler  pursuant  to 
§  1049.9(c)  and  then  diverted  by  the  op¬ 
erator  of  a  pool  plant  or  by  a  cooperative 
association  to  a  nonpool  plant  that  is 
not  a  producer -handler  plant  during  the 
month  under  any  of  the  following  con¬ 
ditions: 

(1)  During  April  through  August  the 
operator  of  a  pool  plant  or  a  cooperative 
association  may  divert  the  milk  produc¬ 
tion  of  a  producer  from  a  pool  plant  to 
a  nonpool  plant  on  any  number  of  days 
during  the  month. 

(2)  During  September  through  March 
the  milk  of  a  producer  diverted  by  the 
operator  of  a  pool  plant  or  a  cooperative 
association  to  a  nonpool  plant  shall  be 
limited  to  the  amounts  specified  in  para¬ 
graph  (b)  (2)  (i)  and  (il)  of  this  section: 

(i)  The  operator  of  a  pool  plant  may 
divert  the  milk  of  producers  (except  pro¬ 
ducers  for  whom  a  cooperative  associa¬ 
tion  is  diverting  milk  under  the  percent¬ 
age  limit  of  paragraph  (b)  (2)  (ii)  of  this 
section)  for  not  more  days  of  production 
of  producer  milk  than  is  physically  re¬ 
ceived  at  the  diverting  pool  plant  or  he 
may  divert  an  aggregate  quantity  not 
exceeding  40  percent  of  the  milk  of  all 
such  producers. 

(ii)  A  cooperative  association  may  di¬ 
vert  the  milk  of  individual  producers  for 
not  more  days  of  production  of  producer 
milk  than  is  physically  received  at  a 
pool  plant  or  it  may  divert  an  aggregate 
quantity  of  the  milk  of  producers  not  ex¬ 
ceeding  40  percent  of  all  such  milk  either 
caused  to  be  delivered  to  pool  plants 
or  diverted  to  nonpool  plants  by  the  co¬ 
operative  association. 

(3)  When  milk  is  diverted  in  excess  of 
the  limit  by  a  handler  who  elects  to  di¬ 
vert  on  the  basis  of  days-of-production, 
only  that  milk  of  the  individual  producer 
which  was  received  at  a  pool  plant  or 
which  was  diverted  to  a  nonpool  plant 
for  not  more  days  of  production  than  is 
physically  received  at  a  pool  plant  shall 
be  considered  producer  milk. 

(4)  When  milk  is  diverted  in  excess  of 
the  percentage  limit  by  a  handler' who 
elects  to  divert  on  a  percentage  basis, 
eligibility  as  producer  milk  shall  be  for¬ 
feited  on  a  quantity  of  milk  equal  to 
such  excess.  In  such  instances  the  di¬ 
verting  handler  shall  specify  the  dairy 
farmers  whose  milk  is  ineligible  as  pro¬ 
ducer  milk.  If  the  handler  fails  to  des¬ 
ignate  such  dairy  farmers  whose  milk 
is  ineligible,  producer  milk  status  shall 


be  forfeited  with  respect  to  all  milk 
diverted  to  nonpool  plants  by  such 
handler. 

(c)  Diverted  milk  shall  be  deemed  to 
be  received  by  the  handler  at  the  pool 
plant  or  nonpool  plant  to  which  the  milk 
is  diverted,  unless  diverted  to  a  plant 
located  in  any  part  of  the  marketing 
area  or  to  a  plant  at  which  no  location 
adjustment  would  apply  pursuant  to 
§  1049.52,  in  which  case  such  diverted 
milk  shall  be  deemed  to  be  received  at 
the  pool  plant  from  which  diverted. 

§  1049.14  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Receipts  of  fluid  milk  products  and 
bulk  products  specified  in  §  1049.40(b) 
(1)  from  any  source  other  than  produc¬ 
ers,  or  pool  plants; 

(b)  Receipts  in  packaged  form  from 
other  plants  of  products  specified  in 
§  1049.40(b)  (1) ; 

(c)  Products  (other  than  fluid  milk 
products,  products  specified  in  §  1049.40 
(b)(1),  and  products  produced  at  the 
plant  during  the  same  month)  from  any 
source  which  are  reprocessed,  converted 
into,  or  combined  with  another  product 
in  the  plant  during  the  month;  and 

(d)  Receipts  of  any  milk  product 
(other  than  a  fluid  milk  product  or  a 
product  specified  in  §  1049.40(b)  (1) )  for 
which  the  handler  fails  to  establish  a 
disposition. 

§  1049.15  Fluid  milk  product. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  “fluid  milk  prod¬ 
uct”  means  any  of  the  following  prod¬ 
ucts  in  fluid  or  frozen  form: 

(1)  Milk,  skim  milk,  lowfat  milk,  milk 
drinks,  buttermilk,  filled  milk,  and  milk¬ 
shake  and  ice  milk  mixes  containing  less 
than  20  percent  total  solids,  including 
any  such  products  that  are  flavored,  cul¬ 
tured,  modified  with  added  nonfat  milk 
solids,  concentrated  (if  in  a  consumer- 
type  package),  or  reconstituted:  and 

(2)  Any  milk  product  not  specified  in 
paragraph  (a)(l/  of  this  section  or  in 
§  1049.40  (b)  or  (c)(1)  (i)  through  (v) 
if  it  contains  by  weight  at  least  80  per¬ 
cent  water  and  6.5  percent  nonfat  milk 
solids  and  less  than  9  percent  butterfat 
and  20  percent  total  solids. 

(b)  The  term  “fluid  milk  product” 
shall  not  include: 

(1)  Evaporated  or  condensed  milk 
(plain  or  sweetened) ,  evaporated  or  con¬ 
densed  skim  milk  (plain  or  sweetened) , 
formulas  especially  prepared  for  infant 
feeding  or  dietary  use  that  are  packaged 
in  hermetically  sealed  glass  or  all-metal 
containers,  any  product  that  contains  by 
weight  less  than  6.5  percent  nonfat  milk 
solids,  and  whey;  and 

(2)  The  quantity  of  skim  milk  in  any 
modified  product  specified  in  paragraph 
(a)  of  this  section  that  is  in  excess  of  the 
quantity  of  skim  milk  in  an  equal  volume 
of  an  unmodified  product  of  the  same 
nature  and  butterfat  content. 
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§  1049.16  Fluid  cream  product. 

"Fluid  cream  product’’  means  cream 
(other  than  plastic  cream  or  frozen 
cream),  sour  cream,  or  a  mixture  (in¬ 
cluding  a  cultured  mixture)  of  cream 
and  milk  or  sicim  milk  containing  9 
percent  or  more  butterfat,  with  or  with¬ 
out  the  addition  of  other  ingredients. 

§  1049.17  Filled  milk. 

"Filled  milk”  means  any  combination 
of  nonmilk  fat  (or  oil)  with  skim  milk 
(whether  fresh,  cultured,  reconstituted, 
or  modified  by  the  addition  of  nonfat 
milk  solids) ,  with  or  without  milkfat,  so 
that  the  product  (including  stabilizers, 
emulsifiers,  or  flavoring)  resembles  milk 
or  any  other  fluid  milk  product,  and  con¬ 
tains  less  than  6  percent  nonmilk  fat  (or 
oil). 

§  1049.18  Cooperative  association. 

"Cooperative  association”  means  any 
cooperative  marketing  association  of 
producers  which  the  Secretary  deter¬ 
mines,  after  application  by  the  associa¬ 
tion: 

(a)  To  be  qualified  under  the  provi¬ 
sions  of  the  Act  of  Congress  of  February 
18,  1922,  as  amended,  known  as  the 
“Capper-Volstead  Act”: 

(b)  To  have  full  authority  in  the  sale 
of  milk  of  Its  members  and  is  engaged  in 
making  collective  sales  of  or  marketing 
milk  or  milk  products  for  its  members; 
and 

(c)  To  have  all  of  its  activities  under 
the  control  of  its  members. 

Handler  Reports 

§  1049.30  Reports  of  receipts  and  utili¬ 
zation. 

On  or  before  the  8th  day  after  the  end 
of  each  month,  each  handler  shall  report 
for  such  month  to  the  market  adminis¬ 
trator,  in  the  detail  and  on  the  forms 
prescribed  by  the  market  administrator, 
as  follows: 

(а)  Each  handler,  with  respect  to  each 
of  his  pool  plants,  shall  report  the  quan¬ 
tities  of  skim  milk  and  butterfat  con¬ 
tained  in  or  represented  by: 

(1)  Receipts  of  producer  milk,  includ¬ 
ing  producer  milk  diverted  by  the  han¬ 
dler  from  the  pool  plant  to  other  plants: 

(2)  Receipts  of  milk  from  handlers 
pursuant  to  §  1049.9  (b)  or  (c) ; 

(3)  Receipts  of  fluid  milk  products  and 
bulk  fluid  cream  products  from  other  pool 
plants; 

(4)  Receipts  of  other  source  milk; 

(5)  Inventories  at  the  beginning  and 
end  of  the  month  of  fluid  milk  products 
and  products  specified  in  §  1049.40 

(b)  (1) ;  and 

(б)  The  utilization  or  disposition  of 
all  milk,  filled  milk,  and  milk  products 
required  to  be  reported  pursuant  to  this 
paragraph. 

(b)  Each  handler  operating  a  partially 
regulated  distributing  plant  shall  report 
with  respect  to  such  plant  in  the  same 
manner  as  prescribed  for  reports  required 
by  paragraph  (a)  of  this  section.  Re¬ 
ceipts  of  milk  that  would  have  been  pro¬ 
ducer  milk  if  the  plant  had  been  fully 
regulated  shall  be  reported  in  lieu  of  pro- 
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ducer  milk.  Such  report  shall  show  also 
the  quantity  of  any  reconstituted  skim 
milk  in  route  disposition  in  the  market¬ 
ing  area. 

(c)  Each  handler  described  in  §  1049.9 
(b)  or  (c)  shall  report: 

(1)  The  quantities  of  skim  milk  and 
butterfat  contained  in  receipts  of  milk 
from  producers; 

(2)  The  quantities  of  such  receipts  de¬ 
livered  to  each  pool  plant  of  other  han¬ 
dlers;  and 

(3)  The  classification  of  such  receipts 
diverted  pursuant  to  §  1049.13. 

(d)  Each  handler  not  specified  in 
paragraphs  (a)  through  (c)  of  this  sec¬ 
tion  shall  report  with  respect  to  his  re¬ 
ceipts  and  utilization  of  milk,  filled  milk, 
and  milk  products  in  such  manner  as  the 
market  administrator  may  prescribe. 

§  1049.31  Payroll  reports. 

(a)  On  or  before  the  20th  day  after 
the  end  of  each  month,  each  handler  de¬ 
scribed  in  §  1049.9  (a) ,  (b)  and  (c)  shall 
report  to  the  market  administrator  his 
producer  payroll  for  such  month,  in  the 
detail  prescribed  by  the  market  admin¬ 
istrator,  showing  for  each  producer: 

( 1 )  His  name  and  address ; 

(2)  The  total  pounds  of  milk  received 
from  such  producer; 

(3)  The  average  butterfat  content  of 
such  milk;  and 

(4)  The  price  per  hundredweight,  the 
gross  amount  due,  the  amount  and  na¬ 
ture  of  any  deductions,  and  the  net 
amount  paid. 

(b)  Each  handler  operating  a  partially 
regulated  distributing  plant  who  elects  to 
make  payment  pursuant  to  §  1049.76(b) 
shall  report  for  each  dairy  farmer  who 
would  have  been  a  producer  If  the  plant 
had  been  fully  regulated  In  the  same 
manner  as  prescribed  for  reports  required 
by  paragraph  (a)  of  this  section. 

§  1049.32  Other  reports. 

(a)  On  or  before  the  day  prior  to 
diverting  milk  pursuant  to  §  1049.13, 
each  handler  shall  notify  the  market  ad¬ 
ministrator  of  his  intention  to  divert  such 
milk,  the  date  or  dates  of  such  diver¬ 
sion,  and  the  plant  to  which  such  milk 
is  to  be  diverted. 

(b)  In  addition  to  the  reports  required 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion  and  §§  1049.30  and  1049.31,  each 
handler  shall  report  such  other  informa¬ 
tion  as  the  market  administrator  deems 
necessary  to  verify  or  establish  such 
handler’s  obligation  under  the  order. 

Classification  of  Milk 
§  1049.40  Classes  of  utilization. 

Except  as  provided  in  §  1049.42,  all 
skim  milk  and  butterfat  required  to  be 
reported  by  a  handler  pursuant  to 
§  1049.30  shall  be  classified  as  follows: 

(a)  Class  I  milk.  Class  I  milk  shall  be 
all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  a  fluid 
milk  product,  except  as  otherwise  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section;  and 

(2)  Not  specifically  accounted  for  as 
Class  n  or  Class  IH  milk. 
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(b)  Class  II  milk.  Class  II  milk  shall 
be  all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  a  fluid 
cream  product,  eggnog,  yogurt,  and  any 
product  containing  6  percent  or  more 
nonmilk  fat  (or  oil)  that  resembles  a  fluid 
cream  product,  eggnog,  or  yogurt,  except 
as  otherwise  provided  in  paragraph  (c) 
of  this  section; 

(2)  In  packaged  inventory  at  the  end 
of  the  month  of  the  products  specified  in 
paragraph  (b)(1)  of  this  section; 

(3)  In  bulk  fluid  milk  products  and 
bulk  fluid  cream  products  disposed  of  to 
any  commercial  food  processing  estab¬ 
lishment  (other  than  a  milk  or  filled 
milk  plant)  at  which  food  products 
(other  than  milk  products  and  filled 
milk)  are  processed  and  from  which 
there  is  no  disposition  of  fluid  milk  prod¬ 
ucts  or  fluid  cream  products  other  than 
those  received  in  consumer-type  pack¬ 
ages;  and 

( 4 )  Used  to  produce : 

(i)  Cottage  cheese,  lowfat  cottage 
cheese,  and  dry  curd  cottage  cheese; 

(ii)  Milkshake  and  ice  milk  mixes  (or 
bases)  containing  20  percent  or  more 
total  solids,  frozen  desserts,  and  frozen 
dessert  mixes; 

(iii)  Any  concentrated  milk  product  in 
bulk,  fluid  form  other  than  that  specified 
in  paragraph  (c)  (1)  (iv)  of  this  section; 

(iv)  Plastic  cream,  frozen  cream,  and 
anhydrous  milkfat ; 

(v)  Custards,  puddings,  and  pancake 
mixes;  and 

(vi)  Formulas  especially  prepared  for 
infant  feeding  or  dietary  use  that  are 
packaged  in  hermetically  sealed  glass  or 
all-metal  containers. 

(c)  Class  III  milk.  Class  IH  milk  shall 
be  all  skim  milk  and  butterfat: 

(1)  Used  to  produce: 

(1)  Cheese  (other  than  cottage  cheese, 
lowfat  cottage  cheese,  and  dry  curd  cot¬ 
tage  cheese) ; 

(ii)  Butter; 

(iii)  Any  milk  product  in  dry  form; 

(iv)  Any  concentrated  milk  product  in 
bulk,  fluid  form  that  is  used  to  produce  a 
Class  III  product; 

(v)  Evaporated  or  condensed  milk 
(plain  or  sweetened)  in  a  consumer-type 
package  and  evaporated  or  condensed 
skim  milk  (plain  or  sweetened)  in  a  con¬ 
sumer-type  package;  and 

(vi)  Any  product  not  otherwise  speci¬ 
fied  in  this  section; 

(2)  In  inventory  at  the  end  of  the 
month  of  fluid  milk  products  in  bulk  or 
packaged  form  and  products  specified  in 
paragraph  (b)  (1)  of  this  section  in  bulk 
form; 

(3)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  paragraph  (b)(1)  of  this 
section  that  are  disposed  of  by  a  handler 
for  animal  feed; 

(4)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  paragraph  (b)(1)  of 
this  section  that  are  dumped  by  a  han¬ 
dler  if  the  market  administrator  is  noti¬ 
fied  of  such  dumping  in  advance  and  is 
given  the  opportunity  to  verify  such 
disposition; 

(5)  In  fluid  milk  products  and  products 
specified  in  paragraph  (b)  (1)  of  this 
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section  that  are  destroyed  or  lost  by  a 
handler  in  a  vehicular  accident,  flood, 
fire,  or  in  a  similar  occurrence  beyond 
his  control,  to  the  extent  that  the  quan¬ 
tities  destroyed  or  lost  can  be  verified 
from  records  satisfactory  to  the  market 
administrator; 

(6)  In  skim  milk  in  any  modified  fluid 
milk  product  that  is  in  excess  of  the 
quantity  of  skim  milk  in  such  product 
that  was  included  within  the  fluid  milk 
product  definition  pursuant  to  §  1049.15; 
and 

(7)  In  shrinkage  assigned  pursuant  to 
§  1049.41(a)  to  the  receipts  specified  in 
§  1049.41(a)  (2)  and  in  shrinkage  speci¬ 
fied  in  §  1049.41  (b)  and  (c). 

§  1049.41  Shrinkage. 

For  purposes  of  classifying  all  skim 
milk  and  butterfat  to  be  reported  by  a 
handler  pursuant  to  §  1049.30,  the  mar¬ 
ket  administrator  shall  determine  tire 
following : 

(a)  The  pro  rata  assignment  of  shrink¬ 
age  of  skim  milk  and  butterfat,  respec¬ 
tively,  at  each  pool  plant  to  the  respec¬ 
tive  quantities  of  skim  milk  and  outter- 
lat: 

vl)  In  the  receipts  specified  in  para¬ 
graph  (b)(1)  through  (7)  of  this  section 
on  which  shrinkage  is  allowed  pursuant 
to  such  paragraph;  and 

(2)  In  other  source  milk  not  specified 
in  paragraph  (b)(1)  through  (7)  of  this 
section  which  was  received  in  bulk  fluid 
form; 

(b)  The  shrinkage  of  skim  milk  and 
butterfat.  respectively,  assigned  pursuant 
to  paragraph  (a)  of  this  section  to  the 
receipts  specified  in  paragraph  (a)(1) 
of  this  section  that  is  not  in  excess  of: 

(1)  Two  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  producer  milk 
(excluding  milk  diverted  by  the  plant  op¬ 
erator  to  another  plant) ; 

(2)  Plus  1.5  percent  of  skim  milk  and 
butterfat,  respectively,  in  milk  received 
from  a  handler  pursuant  to  §  1049.9(c), 
except  that  if  the  handler  operating  the 
pool  plant  files  notice  with  the  market 
administrator  that  he  is  purchasing  such 
milk  on  the  basis  of  weights  determined 
from  its  measurement  at  the  farm  and 
butterfat  tests  determined  from  farm 
bulk  tank  samples,  the  applicable  per¬ 
centage  under  this  subparagraph  shall 
be  2.0  percent; 

(3)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  milk  di¬ 
verted  to  such  plant  from  another  pool 
plant,  except  that  if  the  operator  of 
the  plant  to  which  the  milk  is  delivered 
purchases  such  milk  on  the  basis  of 
weights  determined  from  its  measure¬ 
ment  at  the  farm  and  butterfat  tests 
determined  from  farm  bulk  tank  sam¬ 
ples,  the  applicable  percentage  under  this 
subparagraph  shall  be  2  percent; 

(4)  Plus  0.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  pro¬ 
ducer  milk  diverted  from  such  plant  by 
the  plant  operator  to  another  plant,  ex¬ 
cept  that  if  the  operator  of  the  plant  to 
which  the  milk  is  delivered  purchases 
such  milk  on  the  basis  of  weights  deter¬ 
mined  from  its  measurement  at  the 
farm  and  butterfat  tests  determined 


from  farm  bulk  tank  samples,  the  ap¬ 
plicable  percentage  under  this  subpara¬ 
graph  shall  be  zero; 

(5)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  pool  plants; 

(6)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  order  plants,  excluding  the  quan¬ 
tity  for  which  Class  n  or  Class  III  clas¬ 
sification  is  requested  by  the  operators 
of  both  plants; 

(7)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  unregulated 
supply  plants,  excluding  the  quantity  for 
which  Class  II  or  Class  HI  classification 
is  requested  by  the  handler;  and 

(8)  Less  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk 
fluid  milk  products  transferred  to  other 
plants  that  is  not  in  excess  of  the  re¬ 
spective  amounts  of  skim  milk  and  but¬ 
terfat  to  which  percentages  are  applied 
in  paragraphs  (b)  (1),  (2),  (3),  (5),  (6) 
and  (7)  of  this  section;  and 

(c)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  shrinkage  of 
milk  from  producers  for  which  a  cooper¬ 
ative  association  is  the  handler  pursuant 
to  §  1049.9  (b)  or  (c)  but  not  in  excess 
of  0.5  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  such  milk.  If 
the  operator  of  the  plant  to  which  the 
milk  is  delivered  purchases  such  milk  on 
the  basis  of  weights  determined  from  its 
measurement  at  the  farm  and  butterfat 
tests  determined  from  farm  bulk  tank 
samples,  the  applicable  percentage  under 
this  paragraph  shall  be  zero. 

§  1049.42  Classification  of  transfers  and 
diversions. 

(a)  Transfers  and  diversions  to  pool 
plants.  Skim  milk  and  butterfat  trans¬ 
ferred  or  diverted  in  the  form  of  a  fluid 
milk  product  to  a  pool  plant  from  an¬ 
other  pool  plant  or  by  a  handler  pur¬ 
suant  to  §  1049.9  (b)  or  (c)  and  skim 
milk  and  butterfat  transferred  in  the 
form  of  a  bulk  fluid  cream  product  be¬ 
tween  pool  plants  shall  be  classified  as 
Class  I  milk  unless  both  parties  to  each 
such  transfer  or  diversion  request  the 
same  classification  in  another  class.  In 
either  case,  the  classification  of  such 
transfers  or  diversions  shall  be  subject 
to  the  following  conditions: 

(1)  The  skim  milk  or  butterfat  classi¬ 
fied  in  each  class  shall  be  limited  to  the 
amount  of  skim  milk  and  butterfat,  re¬ 
spectively,  remaining  in  such  class  at 
the  transferee-plant  or  divertee-plant 
after  the  computations  pursuant  to 
§  1049.44(a)  (12)  and  the  corresponding 
step  of  §  1049.44(b) ; 

(2)  If  the  transferor-plant  or  divertor- 
plant  received  during  the  month  other 
source  milk  to  be  allocated  pursuant  to 
§  1049.44(a)  (7)  or  the  corresponding 
step  of  5  1049.44(b),  the  skim  milk  or 
butterfat  so  transferred  or  diverted  shall 
be  classified  so  as  to  allocate  the  least 
possible  Class  I  utilization  to  such  other 
source  milk;  and 


(3)  If  the  transferor-handler  or  di¬ 
vertor-handler  received  during  the 
month  other  source  milk  to  be  allocated 
pursuant  to  §  1049.44(a)  (11)  or  (12) 
or  the  corresponding  steps  of  §  1049.44 
(b) ,  the  skim  milk  or  butterfat  so  trans¬ 
ferred  or  diverted,  up  to  the  total  of 
the  skim  milk  and  butterfat,  respec¬ 
tively,  in  such  receipts  of  other  source 
milk,  shall  not  be  classified  as  Class  I 
milk  to  a  greater  extent  than  would  be 
the  case  if  the  other  source  milk  had 
been  received  at  the  transferee-plant  or 
divertee-plant. 

(b)  Transfers  and  diversions  to  other 
order  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of 
a  fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  an  other 
order  plant  shall  be  classified  in  the  fol¬ 
lowing  manner.  Such  classification  shall 
apply  only  to  the  skim  milk  or  butterfat 
that  is  in  excess  of  any  receipts  at  the 
pool  plant  from  the  other  order  plant  of 
skim  milk  and  butterfat,  respectively,  in 
fluid  milk  products  and  bulk  fluid  cream 
products,  respectively,  that  are  in  the 
same  category  as  described  in  para¬ 
graph  (b)  (1),  (2) ,  or  (3)  of  this  section: 

(1)  If  transferred  as  packaged  fluid 
milk  products,  classification  shall  be  in 
the  classes  to  which  allocated  as  a  fluid 
milk  product  under  the  other  order; 

(2)  If  transferred  in  bulk  form,  clas¬ 
sification  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (includ¬ 
ing  allocation  under  the  conditions  set 
forth  in  paragraph  (b)  (3)  of  this 
section) ; 

(3)  If  the  operators  of  both  plants  so 
request  in  their  reports  of  receipts  and 
utilization  filed  with  their  respective 
market  administrators,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 
as  Class  n  or  Class  in  milk  to  the  ex¬ 
tent  of  such  utilization  available  for 
such  classification  pursuant  to  the  allo¬ 
cation  provisions  of  the  other  order; 

(4)  If  information  concerning  the 
classes  to  which  such  transfers  or  diver¬ 
sions  were  allocated  under  the  other 
order  is  not  available  to  the  market  ad¬ 
ministrator  for  the  purpose  of  estab¬ 
lishing  classification  under  this  para¬ 
graph,  classification  shall  be  as  Class  I, 
subject  to  adjustment  when  such  infor¬ 
mation  is  available; 

(5)  For  purposes  of  this  paragraph, 
if  the  other  order  provides  for  a  different 
number  of  classes  of  utlization  than  is 
provided  for  under  this  part,  skim  milk 
or  butterfat  allocated  to  a  class  con¬ 
sisting  primarily  of  fluid  milk  products 
shall  be  classified  as  Class  I  milk,  and 
skim  milk  or  butterfat  allocated  to  the 
other  classes  shall  be  classified  as  Class 
III  milk  ;  and 

(6)  If  the  form  in  which  any  fluid 
milk  product  that  is  transferred  to  an 
other  plant  is  not  defined  as  a  fluid  milk 
product  under  such  other  order,  classifi¬ 
cation  under  this  paragraph  shall  be  in 
accordance  with  the  provisions  of 
§  1049.40. 

(c)  Transfers  to  producer-handlers. 
Skim  milk  or  butterfat  transferred  in  the 
following  forms  from  a  pool  plant  to  a 
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producer-handler  under  this  or  any  other 
Federal  order  shall  be  classified: 

(1)  As  Class  I  milk,  if  transferred  in 
the  form  of  a  fluid  milk  product;  and 

(2)  In  accordance  with  the  utilization 
assigned  to  it  by  the  market  administra¬ 
tor,  if  transferred  in  the  form  of  a  bulk 
fluid  cream  product.  For  this  purpose,  the 
producer-handler’s  utilization  of  skim 
milk  and  butterfat  in  each  class,  in  series 
beginning  with  Class  m,  shall  be  as¬ 
signed  to  the  extent  possible  to  his  re¬ 
ceipts  of  skim  milk  and  butterfat,  re¬ 
spectively,  in  bulk  fluid  cream  products, 
pro  rata  to  each  source. 

(d)  Transfers  and  diversions  to  other 
nonpool  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  following 
forms  from  a  pool  plant  to  a  nonpool 
plant  that  is  not  an  other  order  plant 
or  a  producer-handler  plant  shall  be 
classified: 

(1)  As  Class  I  milk,  if  transferred  in 
the  form  of  a  packaged  fluid  milk  prod¬ 
uct;  and 

(2)  As  Class  I  milk,  if  transferred  or 
diverted  in  the  form  of  a  bulk  fluid  milk 
product  or  a  bulk  fluid  cream  product; 
unless  the  following  conditions  apply: 

(i)  If  the  conditions  described  in  par¬ 
agraph  (d)  (2)  (i)  (a)  and  (b)  of  this 
section  are  met,  transfers  or  diversions 
in  bulk  form  shall  be  classified  on  the 
basis  of  the  assignment  of  the  nonpool 
plant’s  utilization  to  its  receipts  as  set 
forth  in  paragraph  (d)  (2)  (ii)  through 
(viii)  of  this  section: 

(a)  The  transferor-handler  or  diver¬ 
tor-handler  claims  such  classification  in 
his  report  of  receipts  and  utilization  filed 
pursuant  to  §  1049.30  for  the  month 
within  which  such  transaction  occurred; 
and 

(b)  The  nonpool  plant  operator  main¬ 
tains  books  and  records  showing  the 
utilization  of  all  skim  milk  and  butter¬ 
fat  received  at  such  plant  which  are 
made  available  for  verification  purposes 
if  requested  by  the  market  administra¬ 
tor; 

(ii)  Route  disposition  in  the  marketing 
area  of  each  Federal  milk  order  from 
the  nonpool  plant  and  transfers  of  pack¬ 
aged  fluid  milk  products  from  such  non¬ 
pool  plant  to  plants  fully  regulated  there¬ 
under  shall  be  assigned  to  the  extent 
possible  in  the  following  sequence: 

(a)  Pro  rata  to  receipts  of  packaged 
fluid  milk  products  at  such  nonpool  plant 
from  pool  plants; 

(b)  Pro  rata  to  any  remaining  unas¬ 
signed  receipts  of  packaged  fluid  milk 
products  at  such  nonpool  plant  from 
other  order  plants; 

(c)  Pro  rata  to  receipts  of  bulk  fluid 
milk  products  at  such  nonpool  plant  from 
pool  plants;  and 

(d)  Pro  rata  to  any  remaining  un¬ 
assigned  receipts  of  bulk  fluid  milk  prod¬ 
ucts  at  such  nonpool  plant  from  other 
order  plants; 

(lii)  Any  remaining  Class  I  disposition 
of  packaged  fluid  milk  products  from  the 
nonpool  plant  shall  be  assigned  to  the 
extent  possible  pro  rata  to  any  remain¬ 
ing  unassigned  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant  from 
pool  plants  and  other  order  plants; 


(iv)  Transfers  of  bulk  fluid  milk  prod¬ 
ucts  from  the  nonpool  plant  to  a  plant 
fully  regulated  under  any  Federal  milk 
order,  to  the  extent  that  such  transfers 
to  the  regulated  plant  exceed  receipts  of 
fluid  milk  products  from  such  plant  and 
are  allocated  to  Class  I  at  the  transferee- 
plant,  shall  be  assigned  to  the  extent 
possible  in  the  following  sequence: 

(a)  Pro  rata  to  receipts  of  fluid  milk 
products  at  such  nonpool  plant  from  pool 
plants;  and 

(b)  Pro  rata  to  any  remaining  unas¬ 
signed  receipts  of  fluid  milk  products  at 
such  nonpool  plant  from  other  order 
plants; 

(v)  Any  remaining  unassigned  Class  I 
disposition  from  the  nonpool  plant  shall 
be  assigned  to  the  extent  possible  in  the 
following  sequence: 

(a)  To  such  nonpool  plant’s  receipts 
from  dairy  farmers  who  the  market  ad¬ 
ministrator  determines  constitute  regu¬ 
lar  sources  of  Grade  A  milk  for  such  non¬ 
pool  plant;  and 

(b)  To  such  nonpool  plant’s  receipts 
of  Grade  A  milk  from  plants  not  fully 
regulated  under  any  Federal  milk  order 
which  the  market  administrator  deter¬ 
mines  constitute  regular  sources  of 
Grade  A  milk  for  such  nonpool  plant; 

(vi)  Any  remaining  unassigned  re¬ 
ceipts  of  bulk  fluid  milk  products  at  the 
nonpool  plant  from  pool  plants  and  other 
order  plants  shall  be  assigned,  pro  rata 
among  such  plants,  to  the  extent  possi¬ 
ble  first  to  any  remaining  Class  I  utiliza¬ 
tion,  then  to  Class  III  utilization,  and 
then  to  Class  II  utilization  at  such  non¬ 
pool  plant; 

(vii)  Receipts  of  bulk  fluid  cream 
products  at  the  nonpool  plant  from  pool 
plants  and  other  order  plants  shall  be 
assigned,  pro  rata  among  such  plants,  to 
the  extent  possible  first  to  any  remaining 
Class  III  utilization,  then  to  any  remain¬ 
ing  Class  II  utilization,  and  then  to  Class 
I  utilization  at  such  nonpool  plant;  and 

(viii)  In  determining  the  nonpool 
plant’s  utilization  for  purposes  of  this 
subparagraph,  any  fluid  milk  products 
and  bulk  fluid  cream  products  trans¬ 
ferred  from  such  nonpool  plant  to  a 
plant  not  fully  regulated  under  any  Fed¬ 
eral  milk  order  shall  be  classified  on  the 
basis  of  the  second  plant’s  utilization 
using  the  same  assignment  priorities  at 
the  second  plant  that  are  set  forth  in 
this  subparagraph. 

§  1049.43  General  classification  rules. 

In  determining  the  classification  of 
producer  milk  pursuant  to  §  1049.44,  the 
following  rules  shall  apply: 

(a)  Each  month  the  market  adminis¬ 
trator  shall  correct  for  mathematical  and 
other  obvious  errors  all  reports  filed  pur¬ 
suant  to  §  1049.30  and  shall  compute  sep¬ 
arately  for  each  pool  plant  and  each 
handler  pursuant  to  §  1049.9  (b)  or  (c) 
the  pounds  of  skim  milk  and  butterfat, 
respectively,  in  each  class  in  accordance 
with  §§  1049.40,  1049.41  and  1049.42; 

(b)  If  any  of  the  water  contained  in 
the  milk  from  which  a  product  is  made 
is  removed  before  the  product  is  utilized 
or  disposed  of  by  a  handler,  the  pounds 
of  skim  milk  in  such  product  that  are  to 


be  considered  under  this  part  as  used  or 
disposed  of  by  the  handler  shall  be  an 
amount  equivalent  to  the  nonfat  milk 
solids  contained  in  such  product  plus  all 
of  the  water  originally  associated  with 
such  solids;  and 

(c)  The  classification  of  producer  milk 
for  which  a  cooperative  association  is 
the  handler  pursuant  to  §  1049.9  (b)  or 
(c)  shall  be  determined  separately  from 
the  operations  of  any  pool  plant  operated 
by  such  cooperative  association. 

§  1049.44  Classification  of  producer 

milk. 

For  each  month  the  market  admin¬ 
istrator  shall  determine  for  each  pool 
plant  the  classification  of  milk  received 
from  producers  and  from  handlers  pur¬ 
suant  to  §  1049.9  (b)  or  (c)  and  the  clas¬ 
sification  of  milk  received  from  produc¬ 
ers  by  each  handler  pursuant  to  §  1049.9 
(b)  or  (c)  that  was  not  received  at  a 
pool  plant,  as  follows: 

(a)  Skim  milk  shall  be  allocated  in  the 
following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  in  the  pounds  of  skim 
milk  in  shrinkage  specified  in 
§  1049.41(b); 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products 
received  in  packaged  form  from  an  other 
order  plant,  except  that  to  be  sub¬ 
tracted  pursuant  to  paragraph  (a)  (7) 
(vi)  of  this  section,  as  follows: 

(i)  From  Class  III  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  the  pounds  of  skim  milk 
in  products  specified  in  §  1049.40(b)  (1) 
that  were  received  in  packaged  form 
from  other  plants,  but  not  in  excess  of 
the  pounds  of  skim  milk  remaining  in 
Class  II; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  II  the 
pounds  of  skim  milk  in  products  speci¬ 
fied  in  §  1049.40(b)  (1)  that  were  in  in¬ 
ventory  at  the  beginning  of  the  month 
in  packaged  form,  but  not  in  excess  of 
the  pounds  of  SKim  milk  remaining  in 
Class  II.  This  subparagraph  shall  apply 
only  if  the  pool  plant  was  subject  to  the 
provisions  of  this  subparagraph  or  com¬ 
parable  provisions  of  another  Federal 
milk  order  in  the  immediately  preceding 
month; 

(6)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  n  the 
pounds  of  skim  milk  in  other  source  milk 
(except  that  received  in  the  form  of  a 


FEDERAL  REGISTER,  VOL.  39,  NO.  142— TUESDAY,  JULY  23,  1974 


26870 


PROPOSED  RULES 


fluid  milk  product  or  a  fluid  cream  prod¬ 
uct)  that  is  used  to  produce,  or  added  to, 
any  product  specified  in  §  1049.40(b),  but 
not  in  excess  of  the  pounds  of  skim  milk 
remaining  in  Class  II; 

(7)  Subtract  in  the  order  specified  be¬ 
low  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  beginning 
with  Class  HI,  the  pounds  of  skim  milk 
in  each  of  the  following: 

(1)  Other  source  milk  (except  that 
received  in  the  form  of  a  fluid  milk  prod¬ 
uct)  and,  if  paragraph  (a)  (5)  of  this 
section  applies,  packaged  inventory  at 
the  beginning  of  the  month  of  products 
specified  in  §  1049.40(b)  (1)  that  was  not 
subtracted  pursuant  to  paragraph  (a) 

(4),  (5),  and  (6)  of  this  section; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  Grade  A 
certification  is  not  established; 

(iii)  Receipts  of  fluid  milk  products 
from  unidentified  sources; 

(iv)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined  un¬ 
der  this  or  any  other  Federal  milk  order; 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  paragraph  (a)  (2)  of  this 
section;  and 

(vi)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  other  order 
plant  that  is  regulated  under  any  Fed¬ 
eral  milk  order  providing  for  individual- 
handler  pooling,  to  the  extent  that  re¬ 
constituted  skim  milk  is  allocated  to 
Class  I  at  the  transferor-plant; 

(8)  Subtract  in  the  order  specified  be¬ 
low  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II  and  Class  III,  in 
sequence  beginning  with  Class  III: 

(i)  The  pounds  of  skim  milk  in  re¬ 
ceipts  of  fluid  milk  products  from  an  un¬ 
regulated  supply  plant  that  were  not 
subtracted  pursuant  to  paragraph  (a)  (2) 
and  (7)  (v)  of  this  section  for  which  the 
handler  requests  a  classification  other 
than  Class  I,  but  not  in  excess  of  the 
pounds  of  skim  milk  remaining  in  Class 
II  and  Class  III  combined; 

(ii)  The  pounds  of  skim  milk  in 
receipts  of  fluid  milk  products  from  an 
unregulated  supply  plant  that  were  not 
subtracted  pursuant  to  paragraph  (a) 

(2) ,  (7)(v),  and  (8)  (i)  of  this  section 
which  are  in  excess  of  the  pounds  of  skim 
milk  determined  pursuant  to  paragraph 
(a)  (8)  (ii)  (a)  through  (c)  of  this  sec¬ 
tion.  Should  the  pounds  of  skim  milk  to 
be  subtracted  from  Class  II  and  Class  III 
combined  exceed  the  pounds  of  skim  milk 
remaining  in  such  classes,  the  pounds  of 
skim  milk  in  Class  II  and  Class  III  com¬ 
bined  shall  be  increased  (increasing  as 
necessary  Class  III  and  then  Class  II  to 
the  extent  of  available  utilization  in  such 
classes  at  tht  nearest  other  pool  plant 
of  the  handler,  and  then  at  each  succes¬ 
sively  more  distant  pool  plant  of  the 
handler)  by  an  amount  equal  to  such  ex¬ 
cess  quantity  to  be  subtracted,  and  the 
pounds  of  skim  milk  in  Class  I  shall  be 
decreased  by  a  like  amount.  In  such  case, 
the  pounds  of  skim  milk  remaining  in 
each  class  at  this  allocation  step  at  the 
handler’s  other  pool  plants  shall  be  ad¬ 
justed  in  the  reverse  direction  by  a  like 
amount: 


(a)  Multiply  by  1.25  the  sum  of  the 
pounds  of  skim  milk  remaining  in  Class 
I  at  this  allocation  step  at  all  pool  plants 
of  the  handler  (excluding  any  duplica¬ 
tion  of  Class  I  utilization  resulting  from 
reported  Class  I  transfers  between  pool 
plants  of  the  handler) ; 

(b)  Subtract  from  the  above  result 
the  sum  of  the  pounds  of  skim  milk  at 
all  pool  plants  of  the  handler  in  producer 
milk,  receipts  of  fluid  milk  products  from 
pool  plants  of  other  handlers,  from  han¬ 
dlers  pursuant  to  §  1049.9(b)  and  (c) , 
and  bulk  fluid  milk  products  from  other 
order  plants  that  were  not  subtracted 
pursuant  to  paragraph  (a)  (7)  (vi)  of  this 
section;  and 

(c)  Multiply  any  plus  quantity  result¬ 
ing  above  by  the  percentage  that  the  re¬ 
ceipts  of  skim  milk  in  fluid  milk  prod¬ 
ucts  from  unregulated  supply  plants  that 
remain  at  this  pool  plant  is  of  all  such 
receipts  remaining  at  this  allocation 
step  at  all  pool  plants  of  the  handler; 
and 

(iii)  The  pounds  of  skim  milk  in  re¬ 
ceipts  of  bulk  fluid  milk  products  from 
an  other  order  plant  that  are  in  excess 
of  bulk  fluid  milk  products  transferred 
or  diverted  to  such  plant  and  that  were 
not  subtracted  pursuant  to  paragraph 
(a)  (7)  (vi)  of  this  section,  if  Class  n 
or  Class  m  classification  is  requested  by 
the  operator  of  the  other  order  plant 
and  the  handler,  but  not  in  excess  of  the 
pounds  of  skim  milk  remaining  in  Class 
II  and  Class  in  combined; 

(9)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  m,  the  pounds  of 
skim  milk  in  fluid  milk  products  and 
products  specified  in  8  1049.40(b)(1)  in 
inventory  at  the  beginning  of  the  month 
that  were  not  subtracted  pursuant  to 
paragraph  (a)  (5)  and  (7)  (i)  of  this  sec¬ 
tion; 

(10)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  m  the  pounds  of  skim 
milk  subtracted  pursuant  to  paragraph 
(a)  (1)  of  this  section; 

(11)  Subject  to  the  provisions  of  para¬ 
graph  (a)  (11)  (i)  and  (ii)  of  this  section, 
subtract  from  the  pounds  of  skim  milk 
remaining  in  each  class  at  the  plant,  pro 
rata  to  the  total  pounds  of  skim  milk 
remaining  in  Class  I  and  In  Class  n  and 
Class  m  combined  at  this  allocation 
step  at  all  pool  plants  of  the  handler 
(excluding  any  duplication  of  utilization 
in  each  class  resulting  from  transfers  be¬ 
tween  pool  plants  of  the  handler),  with 
the  quantity  prorated  to  Class  n  and 
Class  m  combined  being  subtracted  first 
from  Class  m  and  then  from  Class  n, 
the  pounds  of  skim  milk  in  receipts  of 
fluid  milk  products  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  paragraph  (a)(2),  (7)(v), 
and  (8)  (i)  and  (ii)  of  this  section  and 
that  were  not  offset  by  transfers  or  diver¬ 
sions  of  fluid  milk  products  to  the  same 
unregulated  supply  plant  from  which 
fluid  milk  products  to  be  allocated  at  this 
step  were  received: 

(i)  Should  the  pounds  of  skim  milk  to 
be  subtracted  from  Class  n  and  Class  in 
combined  pursuant  to  this  subparagraph 
exceed  the  pounds  of  skim  milk  remain¬ 
ing  in  such  classes,  the  pounds  of  skim 


milk  in  Class  H  and  Class  in  combined 
shall  be  increased  (increasing  as  neces¬ 
sary  Class  m  and  then  Class  n  to  the 
extent  of  available  utlMzation  In  such 
classes  at  the  nearest  other  pool  plant 
of  the  handler,  and  then  at  each  suc¬ 
cessively  more  distant  pool  plant  of  the 
handler)  by  an  amount  equal  to  such 
excess  quantity  to  be  subtracted,  and  the 
pounds  of  skim  milk  in  Class  I  shall  be 
decreased  by  a  like  amount.  In  such  case, 
the  pounds  of  skim  milk  remaining  in 
each  class  at  this  allocation  step  at  the 
handler’s  other  pool  plants  shall  be  ad¬ 
justed  in  the  reverse  direction  by  a  like 
amount;  and 

(ii)  Should  the  pounds  of  skim  milk 
to  be  subtracted  from  Class  I  pursuant  to 
this  subparagraph  exceed  the  pounds  of 
skim  milk  remaining  in  such  class,  the 
pounds  of  skim  milk  in  Class  I  shall  be 
increased  by  an  amount  equal  to  such 
excess  quantity  to  be  subtracted,  and  the 
pounds  of  skim  milk  in  Class  n  and 
Class  ni  combined  shall  be  decreased  by 
a  like  amount  (decreasing  as  necessary 
Class  m  and  then  Class  II) .  In  such  case, 
the  pounds  of  skim  milk  remaining  in 
each  class  at  this  allocation  step  at  the 
handler’s  other  pool  plants  shall  be  ad¬ 
justed  in  the  reverse  direction  by  a  like 
amount,  beginning  with  the  nearest  plant 
at  which  Class  I  utilization  is  available; 

(12)  Subtract  in  the  manner  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  the  pounds  of 
skim  milk  in  receipts  of  bulk  fluid  milk 
products  from  an  other  order  plant  that 
are  in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to 
paragraph  (a)  (7)  (vi)  and  (8)  (iii)  of 
this  section: 

(i)  Subject  to  the  provisions  of  para¬ 
graph  (a)  (12)  (ii),  (iii),  and  (lv)  of  this 
section,  such  subtraction  shall  be  pro 
rata  to  the  pounds  of  skim  milk  in  Class 
I  and  in  Class  II  and  Class  HI  combined, 
with  the  quantity  prorated  to  Class  II 
and  Class  in  combined  being  subtracted 
first  from  Class  m  and  then  from  Class 
n,  with  respect  to  whichever  of  the  fol¬ 
lowing  quantities  represents  the  lower 
proportion  of  Class  I  milk: 

(a)  The  estimated  utilization  of  skim 
milk  of  all  handlers  in  each  class  as  an¬ 
nounced  for  the  month  pursuant  to 
§  1049.45(a) ;  or 

(b)  The  total  pounds  of  skim  milk  re¬ 
maining  in  each  class  at  this  allocation 
step  at  all  pool  plants  of  the  handler 
(excluding  any  duplication  of  utilization 
in  each  class  resulting  from  transfers  be¬ 
tween  pool  plants  of  the  handler) ; 

(ii)  Should  the  proration  pursuant  to 
paragraph  (a)  (12)  (i)  of  this  section  re¬ 
sult  in  the  total  pounds  of  skim  milk  at 
all  pool  plants  of  the  handler  that  are  to 
be  subtracted  at  this  allocation  step  from 
Class  II  and  Class  m  combined  exceed¬ 
ing  the  pounds  of  skim  milk  remaining 
in  Class  n  and  Class  m  at  all  such 
plants,  the  pounds  of  such  excess  shall 
be  subtracted  from  the  pounds  of  skim 
milk  remaining  in  Class  I  after  such  pro¬ 
ration  at  the  pool  plants  at  which  such 
other  source  milk  was  received; 

(iii)  Except  as  provided  in  paragraph 
(a)  (12)  (ii)  of  this  section,  should  the 
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computations  pursuant  to  paragraph 

(a)  (12)  (i)  or  (ii)  of  this  section  result 
in  a  quantity  of  skim  milk  to  be  sub¬ 
tracted  from  Class  II  and  Class  HI  com¬ 
bined  that  exceeds  the  pounds  of  skim 
milk  remaining  in  such  classes,  the 
pounds  of  skim  milk  in  Class  n  and 
Class  in  combined  shall  be  increased 
(increasing-  as  necessary  Class  III  and 
then  Class  II  to  the  extent  of  available 
utilization  in  such  classes  at  the  nearest 
other  pool  plant  of  the  handler,  and  then 
at  each  successively  more  distant  pool 
plant  of  the  handler)  by  an  amount 
equal  to  such  excess  quantity  to  be  sub¬ 
tracted,  and  the  pounds  of  skim  milk  in 
Class  I  shall  be  decreased  by  a  like 
amount.  In  such  case,  the  pounds  of 
skim  milk  remaining  in  each  class  at 
this  allocation  step  at  the  handler’s  other 
pool  plants  shall  be  adjusted  in  the  re¬ 
verse  direction  by  a  like  amount;  and 
(iv)  Except  as  provided  in  paragraph 
(a)  (12)  (ii)  of  this  section,  should  the 
computations  pursuant  to  paragraph 
(a)  (12)  (i)  or  (ii)  of  this  section  result 
in  a  quantity  of  skim  milk  to  be  sub¬ 
tracted  from  Class  I  that  exceeds  the 
pounds  of  skim  milk  remaining  in  such 
class,  the  pounds  of  skim  milk  in  Class  I 
shall  be  increased  by  an  amount  equal  to 
such  excess  quantity  to  be  subtracted, 
and  the  pounds  of  skim  milk  in  Class  II 
and  Class  in  combined  shall  be  de¬ 
creased  by  a  like  amount  (decreasing  as 
necessary  Class  in  and  then  Class  II) .  In 
such  case,  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  at  this  allocation 
step  at  the  handler’s  other  pool  plants 
shall  be  adjusted  in  the  reverse  direction 
by  a  like  amount  beginning  with  the 
nearest  plant  at  which  Class  I  utilization 
is  available; 

(13)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class  the 
pounds  of  skim  milk  in  receipts  from 
handlers  pursuant  to  $  1049.9(b)  and  (c) 
and  in  receipts  of  fluid  milk  products 
and  bulk  fluid  cream  products  from 
other  pool  plants  according  to  the  clas¬ 
sification  assigned  pursuant  to  $  1049.42 
(a) ;  and 

(14)  If  the  total  pounds  of  skim  milk 
remaining  in  all  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  In 
series  beginning  with  Class  in.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”; 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 
skim  milk  in  paragraph  (a)  of  this  sec¬ 
tion;  and 

(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  combined  pounds 
of  skim  milk  and  butterfat  remaining  in 
each  class  after  the  computations  pur¬ 
suant  to  paragraph  (a)  (14)  of  this  sec¬ 
tion  and  the  corresponding  step  of  para¬ 
graph  (b)  of  this  section. 

§  1049.45  Market  administrator’s  re¬ 
ports  and  announcements  concerning 
classification. 

The  market  administrator  shall  make 
the  following  reports  and  announce¬ 
ments  concerning  classification; 


(a)  Whenever  required  for  the  pur¬ 
pose  of  allocating  receipts  from  other 
order  plants  pursuant  to  §  1049.44(a)  (12) 
and  the  corresponding  step  of  §  1049.44 
(b) ,  estimate  and  publicly  announce  the 
utilization  (to  the  nearest  whole  per¬ 
centage)  in  each  class  during  the  month 
of  skim  milk  and  butterfat,  respectively, 
in  producer  milk  of  all  handlers.  Such 
estimate  shall  be  based  upon  the  most 
current  available  data  and  shall  be  final 
for  such  purpose. 

(b)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possi¬ 
ble  after  the  report  of  receipts  and  utili¬ 
zation  for  the  month  is  received  from  a 
handler  who  has  received  fluid  milk 
products  or  bulk  fluid  cream  products 
from  an  other  order  plant,  the  class  to 
which  such  receipts  are  allocated  pur¬ 
suant  to  §  1049.44  on  the  basis  of  such 
report,  and,  thereafter,  any  change  In 
such  allocation  required  to  correct  errors 
disclosed  in  the  verification  of  such 
report. 

(c)  Furnish  to  each  handler  operating 
a  pool  plant  who  has  shipped  fluid  milk 
products  or  bulk  fluid  cream  products  to 
an  other  order  plant  the  class  to  which 
such  shipments  were  allocated  by  the 
market  administrator  of  the  other  order 
on  the  basis  of  the  report  by  the  receiv¬ 
ing  handler,  and,  as  necessary,  any 
changes  in  such  allocation  arising  from 
the  verification  of  such  report. 

(d)  On  or  before  the  14th  day  after 
the  end  of  each  month,  report  to  each 
cooperative  association,  upon  request  by 
such  association,  the  percentage  of  the 
milk  caused  to  be  delivered  by  the  coop¬ 
erative  association  or  its  members  which 
was  utilized  in  each  class  at  each  pool 
plant  receiving  such  milk.  For  the  pur¬ 
pose  of  this  report,  the  milk  so  received 
shall  be  allocated  to  each  class  at  each 
pool  plant  in  the  same  ratio  as  all  pro¬ 
ducer  milk  received  at  such  plant  during 
the  month. 

Class  Prices 
§  1049.50  Class  prices. 

Subject  to  the  provisions  of  §  1049.52, 
the  class  prices  for  the  month  per  hun¬ 
dredweight  of  milk  containing  3.5  percent 
butterfat  shall  be  as  follows : 

(a)  Class  I  price.  The  Class  I  price 
shall  be  the  basic  formula  price  for  the 
second  preceding  month  plus  $1.47. 

(b)  Class  II  price.  The  Class  n  price 
shall  be  the  basic  formula  price  for  the 
month  plus  10  cents. 

(c)  Class  III  price.  The  class  III  price 
shall  be  the  basic  formula  price  for  the 
month. 

§  1049.51  Basic  formula  price. 

The  “basic  formula  price”  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  milk,  f.o.b.  plants 
in  Minnesota  and  Wisconsin,  as  reported 
by  the  Department  for  the  month,  ad¬ 
justed  to  a  3.5  percent  butterfat  basis 
and  rounded  to  the  nearest  cent.  For  such 
adjustment,  the  butterfat  differential 
(rounded  to  the  nearest  one-tenth  cent) 
per  one-tenth  percent  butterfat  shall  be 
0.12  times  the  simple  average  of  the 
wholesale  selling  prices  (using  the  mid¬ 


point  of  any  price  range  as  one  price) 
of  Grade  A  (92-score)  bulk  butter  per 
pound  at  Chicago,  as  reported  by  the 
Department  for  the  month.  For  the  pur¬ 
pose  of  computing  the  Class  I  price,  the 
resulting  price  shall  be  not  less  than 
$4.33. 

§  1049.52  Plant  location  adjustments 
for  handlers. 

(a)  For  producer  milk  which  is  re¬ 
ceived  at  a  pool  plant  located  outside  the 
area  for  which  zero  location  adjustment 
is  specified  in  paragraph  (a)(l)(i)  of 
this  section,  which  milk  is  classified  as 
Class  I  milk  or  assigned  Class  I  location 
adjustment  credit  pursuant  to  paragraph 
(b)  of  this  section,  the  price  computed 
pursuant  to  §  1049.50(a)  shall  be  reduced 
on  the  basis  of  the  applicable  amount 
or  rate  for  the  location  of  such  plant 
pursuant  to  paragraph  (a)  (1)  or  (2) 
of  this  section,  respectively.  For  the  pur¬ 
pose  of  this  section  and  §  1049.75,  the 
distances  to  be  computed  shall  be  on 
the  basis  of  the  shortest  hard-surfaced 
highway  distances  as  determined  by  the 
market  administrator: 

(1)  At  any  plant  located  within: 

Rate  of  adjustment 
per  hundredweight 
(Cents) 

(i)  The  State  of  Ohio  or  any  Indiana 

county  not  speciflcaUy  named  in 
subdivisions  (ii)  through  (iv)  of 
this  subparagraph _ _  0 

(ii)  Any  of  the  Indiana  counties  of: 

Adams,  Allen,  Blackford,  Cass,  Carroll, 

De  Kalb,  Huntington,  Jay,  La¬ 
grange,  Miami,  Noble,  Steuben, 
Wabash,  Wells,  White,  Whitley .  4 

(iii)  Any  of  the  Indiana  counties  of: 

Benton,  Elkhart,  Pulton,  Jasper,  Kos¬ 
ciusko,  Marshall,  Newton,  Pulaski, 

St.  Joseph,  and  Berrien  and  Cass 


Counties,  Mich _ _ _  8 

(iv)  Any  of  the  Indiana  counties  of: 

Lake,  La  Porte.  Porter,  Starke _  12 


(2)  For  any  plant  at  a  location  out¬ 
side  the  territory  specified  in  the  preced¬ 
ing  paragraph  (a)(1)  of  this  section, 
the  applicable  adjustment  rate  per  hun¬ 
dredweight  shall  be  based  on  the  shortest 
highway  distance  between  the  plant  and 
the  nearest  of  the  Monument  Circle,  In¬ 
dianapolis,  Ind.,  or  the  main  post  offices 
of  Fort  Wayne,  South  Bend,  or  Valpa¬ 
raiso,  Ind.,  and  shall  be  1.5  cents  for  each 
10  miles  or  fraction  thereof  from  such 
point  plus  the  amount  of  the  location  ad¬ 
justment  pursuant  to  paragraph  (a)(1) 
of  this  section  applicable  at  the  respec¬ 
tive  point. 

(b)  For  the  purpose  of  calculating  ad¬ 
justments  pursuant  to  this  section, 
transfers  between  pool  plants  shall  be 
assigned  Class  I  disposition  at  the  trans¬ 
feree-plant,  in  excess  of  the  receipts  at 
such  plant  from  producers  and  handlers 
pursuant  to  §  1049.9(b)  and  (c)  and  the 
volume  assigned  as  Class  I  to  receipts 
from  other  order  plants  and  unregulated 
supply  plants,  such  assignment  to  be 
made  first  to  transferor-plants  at  which 
no  location  adjustment  is  applicable  and 
then  in  sequence  beginning  with  the 
plant  at  which  the  least  location  adjust¬ 
ment  would  apply. 
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tc>  The  Class  I  price  applicable  to 
other  source  milk  shall  be  adjusted  at 
the  rates  set  forth  in  paragraph  (a)  of 
this  section,  except  that  the  adjusted 
Class  I  price  shall  not  be  less  than  the 
Class  m  price. 

s,  1049.53  Announcement  of  class  prices. 

The  market  administrator  shall  an¬ 
nounce  publicly  on  or  before  the  fifth 
day  of  each  month  the  Class  I  price  for 
the  following  month  and  the  Class  n 
and  Class  III  prices  for  the  preceding 
month. 

§  1049.54  Equivalent  price. 

If  for  any  reason  a  price  quotation  or 
factor  required  by  this  part  for  comput¬ 
ing  class  prices  or  for  other  purposes  is 
not  available  in  the  manner  described, 
the  market  administrator  shall  use  a 
price  or  factor  determined  by  the  Sec¬ 
retary  to  be  equivalent  to  the  price  or 
factor  which  is  required. 

Uniform  Price 

§  1049.60  Handler's  value  of  milk  for 
computing  uniform  price. 

For  the  purpose  of  computing  the  uni¬ 
form  price,  the  market  administrator 
shall  determine  for  each  month  the  value 
of  milk  for  each  pool  plant  of  each  han¬ 
dler  and  for  each  handler  pursuant  to 
§  1049.9  (b)  and  (c)  for  milk  that  was 
not  received  at  a  pool  plant  as  follows: 

(a)  Multiply  by  the  applicable  class 
prices  the  pounds  of  producer  milk  in 
each  class  as  determined  pursuant  to 
§  1049.44  and  the  pounds  of  milk  received 
from  handlers  pursuant  to  §  1049.9(c) 
(and  allocated  pursuant  to  §  1049.44(a) 
(13)  and  the  corresponding  step  of 
§  1049.44(b) ),  and  add  the  resulting 
amounts; 

(b)  Add  the  amounts  obtained  from 
multiplying  the  pounds  of  overage  sub¬ 
tracted  from  each  class  pursuant  to 
§  1049.44(a)  (14)  and  the  corresponding 
step  of  §  1049.44(b)  by  the  respective 
class  prices,  as  adjusted  by  the  butterfat 
differential  specified  in  §  1049.74,  that  are 
applicable  at  the  location  of  the  pool 
plant; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  m  price  for  the  preceding  month 
and  the  Class  I  price  applicable  at  the 
location  of  the  pool  plant  or  the  Class  n 
price,  as  the  case  may  be,  for  the  cur¬ 
rent  month  by  the  hundredweight  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  and  Class  II  pursuant  to  §  1049.44 

(a) (9)  and  the  corresponding  step  of 
§  1049.44(b); 

(d)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  pool  plant  and  the  Class  III  price 
by  the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pur¬ 
suant  to  5  1049.44(a)  (7)  (i)  through  (iv) 
and  the  corresponding  step  of  §  1049.44 

(b) ,  excluding  receipts  of  bulk  fluid 
cream  products  from  an  other  order 
plant; 

(e)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 


Class  I  price  applicable  at  the  location 
of  the  transferor-plant  and  the  Class  m 
price  by  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1049.44(a)  (7)  (v)  and  (vi) 
and  the  corresponding  step  of  §  1049.44 
(b) ;  and 

(f)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  applicable  at 
the  location  of  the  nearest  unregulated 
supply  plants  from  which  an  equivalent 
volume  was  received  by  the  pounds  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  pursuant  to  §  1049.44(a)  (11)  and 
the  corresponding  step  of  8  1049.44(b), 
excluding  such  skim  milk  and  butterfat 
in  receipts  of  bulk  fluid  milk  products 
from  an  unregulated  supply  plant  to  the 
extent  that  an  equivalent  amount  of 
skim  milk  or  butterfat  disposed  of  to 
such  plant  by  handlers  fully  regulated 
under  any  Federal  milk  order  is  classi¬ 
fied  and  priced  as  Class  I  milk  and  is  not 
used  as  an  offset  for  any  other  payment 
obligation  under  any  order. 

§  1049.61  Computation  of  uniform 
price  (including  weighted  average 

price). 

For  each  month  the  market  adminis¬ 
trator  shall  compute  the  uniform  price 
per  hundredweight  of  milk  of  3.5  percent 
butterfat  content  received  from  pro¬ 
ducers  as  follows : 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  9  1049.60  for  all 
handlers  who  filed  the  reports  prescribed 
by  §  1049.30  for  the  month  and  who 
made  the  payments  pursuant  to  §  1049.71 
for  the  preceding  month; 

(b)  Add  an  amount  equal  to  the  total 
value  of  the  location  adjustments  com¬ 
puted  pursuant  to  9  1040.75; 

(c)  Subtract  ah  amount  computed  by 
multiplying  the  total  hundredweight  of 
producer  milk  and  milk  received  from 
handlers  pursuant  to  9  1049.9(c)  in¬ 
cluded  in  paragraph  (a)  of  this  section 
by  5  cents; 

(d)  Add  an  amount  equal  to  one-half 
of  the  unobligated  balance  in  the  pro¬ 
ducer-settlement  fund; 

(e)  Divide  the  resulting  amount  by 
the  sum  of  the  following  for  all  handlers 
included  in  these  computations: 

(1)  The  hundredweight  of  milk  de¬ 
scribed  in  paragraph  (c)  of  this  section; 
and 

(2)  The  total  hundredweight  for  which 
a  value  is  computed  pursuant  to 

§  1049.60(f); 

(f)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  the  “weighted  aver¬ 
age  price”,  and,  except  for  the  months 
specified  below,  shall  be  the  “uniform 
price''  for  milk  received  from  producers; 

(g)  For  the  months  specified  in  para¬ 
graphs  (h)  and  (i)  of  this  section,  sub¬ 
tract  from  the  amount  resulting  from  the 
computations  pursuant  to  paragraphs 
(a)  through  (d)  of  this  section  an 
amount  computed  by  multiplying  the 
hundredweight  of  milk  specified  in  para¬ 
graph  (e)  (2)  of  this  section  by  the 
weighted  average  price; 

(h)  Subtract  for  each  month  of  April 
through  July  the  amount  obtained  by 


multiplying  the  hundredweight  of  milk 
described  in  paragraph  (c)  of  this  section 
by  20  cents.  The  amount  so  subtracted, 
and  the  interest  subsequently  earned 
thereon  (less  any  money  not  available  for 
crediting  under  this  paragraph  because 
of  insufficient  payment  by  a  handler  to 
the  producer-settlement  fund)  shall  be 
credited  to  the  producer-settlement  fund 
and  remain  as  an  obligated  amount  until 
disbursed  pursuant  to  paragraph  (i)  of 
this  section; 

(i)  Add  for  the  month  of  September 
one-fourth  of  the  total  money  that  has 
been  credited  to  the  producer-settlement 
fund  pursuant  to  paragraph  (h)  of  this 
section  as  of  the  eighth  day  of  the  follow¬ 
ing  month.  Similarly,  for  the  months  of 
October  and  November,  add  one-third 
and  one-half,  respectively,  of  the  re¬ 
mainder  that  has  been  so  credited.  For 
the  month  of  December,  add  the  remain¬ 
der  of  the  money  credited  to  the  pro¬ 
ducer-settlement  fund  pursuant  to  para¬ 
graph  (h)  of  this  section; 

(j)  Divide  the  resulting  sum  by  the 
hundredweight  of  milk  described  in  para¬ 
graph  (c)  of  this  section;  and 

(k)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  the  “uniform  price” 
for  milk  received  from  producers. 

§  1049.62  Announcement  of  uniform 
price  and  butterfat  differential. 

The  market  administrator  shall  an¬ 
nounce  publicly  on  or  before: 

(a)  The  fifth  day  after  the  end  of  each 
month  the  butterfat  differential  for  such 
month;  and 

(b)  The  14th  day  after  the  end  of  each 
month  the  uniform  price  for  such  month. 

Payments  for  Milk 

§  1049.70  Producer-settlement  fund 

The  market  administrator  shall  main¬ 
tain  a  separate  fund  known  as  the  “pro¬ 
ducer-settlement  fund”  into  which  he 
shall  deposit  all  payments  received  pur¬ 
suant  to  §8  1049.71,  1049.76,  1049.77  and 
1049.78  and  out  of  which  he  shall  make 
all  payments  pursuant  to  §§  1049.72  and 
1049.77:  Provided,  That  a  payment  due 
a  handler  shall  be  offset  against  pay¬ 
ments  due  the  market  administrator 
from  such  handler  pursuant  to  85  1049.- 
71,  1049.76,  1049.77,  1049.78,  1049.85  and 
1049.86. 

§  1049.71  Payments  to  the  producer- 
settlement  fund. 

(a)  On  or  before  the  15th  day  after 
the  end  of  the  month,  each  handler  shall 
pay  to  the  market  administrator  the 
amount,  if  any,  by  which  the  amount 
specified  in  paragraph  (a)  (1)  of  this  sec¬ 
tion  exceeds  the  amount  specified  In 
paragraph  (a)(2)  of  this  section: 

( 1 )  The  total  value  of  milk  of  the  han¬ 
dler  for  such  month  as  determined  pur¬ 
suant  to  §  1049.60. 

(2)  The  sum  of: 

(i)  The  value  at  the  uniform  price, 
adjusted  pursuant  to  8  1049.75,  of  such 
handler’s  receipts  of  producer  milk  and 
milk  received  from  handlers  pursuant  to 
§  1049.9(c); 
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(ii)  The  value  at  the  weighted  aver¬ 
age  price  applicable  at  the  location  of  the 
plant  from  which  received  plus  5  cents 
of  other  source  milk  for  which  a  value  is 
computed  pursuant  to  §  1049.60(f). 

(b)  On  or  before  the  25th  day  after 
the  end  of  the  month  each  person  who 
operated  an  other  order  plant  that  was 
regulated  during  such  month  under  an 
order  providing  for  individual-handler 
pooling  shall  pay  to  the  market  adminis¬ 
trator  an  amount  computed  as  follows: 

(1)  Determine  the  quantity  of  recon¬ 
stituted  skim  milk  in  filled  milk  in  route 
disposition  from  such  plant  in  the  mar¬ 
keting  area  which  was  allocated  to  Class 
I  at  such  plant.  If  there  is  such  route  dis¬ 
position  from  such  plant  in  marketing 
areas  regulated  by  two  or  more  market¬ 
wide  pool  orders,  the  reconstituted  skim 
milk  allocated  to  Class  I  shall  be  prorated 
to  each  order  according  to  such  route  dis¬ 
position  in  each  marketing  area;  and 

(2)  Compute  the  value  of  the  reconsti¬ 
tuted  skim  milk  assigned  in  paragraph 
(b)(1)  of  this  section  to  route  disposition 
in  this  marketing  area  by  multiplying 
the  quantity  of  such  skim  milk  by  the 
difference  between  the  Class  I  price  under 
this  part  that  is  applicable  at  the  location 
of  the  other  order  plant  (but  not  to  be 
less  than  the  Class  III  price)  and  the 
Class  III  price. 

§  1049.72  Payments  from  the  producer- 
settlement  fund. 

On  or  before  the  16th  day  after  the 
end  of  each  month  the  market  admin¬ 
istrator  shall  pay  to  each  handler  the 
amount,  if  any,  by  which  the  amount 
computed  pursuant  to  §  1049.71(a)  (2) 
exceeds  the  amount  computed  pursuant 
to  §  1049.71(a)  (1).  If  the  balance  in  the 
producer-settlement  fund  is  insufficient 
to  make  all  payments  pursuant  to  this 
section,  the  market  administrator  shall 
reduce  uniformly  such  payments  and 
shall  complete  such  payments  as  soon 
as  the  necessary  funds  become  available. 

§  1049.73  Payments  to  producers  and  to 
cooperative  associations. 

(a)  Each  handler  shall  pay  each  pro¬ 
ducer  for  produce  milk  for  which  pay¬ 
ment  is  not  made  to  a  cooperative  as¬ 
sociation  pursuant  to  paragraph  (b)  of 
this  section,  as  follows: 

(1)  On  or  before  the  last  day  of  each 
month,  for  producer  milk  received  dur¬ 
ing  the  first  15  days  of  the  month  at  not 
less  than  the  Class  in  price  for  the  pre¬ 
ceding  month;  and 

(2)  On  or  before  the  18th  day  after  the 

end  of  each  month,  for  each  hundred¬ 
weight  of  producer  milk  received  during 
such  month,  an  amount  computed  at  not 
less  than  the  uniform  price  as  adjusted 
pursuant  to  §§  1049.74,  1049.75  and 

1049.86,  less  any  payment  made  pursuant 
to  paragraph  (a)(1)  of  this  section.  If 
by  such  date  the  handler  has  not  received 
full  payment  from  the  market  adminis¬ 
ter  pursuant  to  §  1049.72  for  such 
month,  he  may  reduce  pro  rata  his  pay¬ 
ments  to  producers  by  not  more  than 
the  amount  of  such  underpayment.  Pay¬ 
ment  to  producers  shall  be  completed 


thereafter  not  later  than  the  date  for 
making  payments  pursuant  to  this  para¬ 
graph  next  following  receipt  of  the  bal¬ 
ance  due  from  the  market  administrator. 

(b)  Each  handler  shall  make  payment 
to  the  cooperative  association  for  pro¬ 
ducer  milk  which  it  caused  to  be  delivered 
to  such  handler,  if  such  cooperative  as¬ 
sociation  is  authorized  to  collect  such 
payments  for  its  members  and  exercises 
such  authority,  an  amount  equal  to  the 
sum  of  the  individual  payments  other¬ 
wise  payable  for  such  producer  milk,  as 
follows : 

(1)  On  or  before  two  days  prior  to  the 
last  day  of  each  month  for  producer 
milk  received  during  the  first  15  days  of 
the  month;  and 

(2)  On  or  before  the  16th  day  after 
the  end  of  each  month  for  milk  received 
during  such  month. 

(c)  Each  handler  shall  pay  a  coopera¬ 
tive  association  for  milk  received  by  the 
handler  from  the  cooperative  association 
as  follows: 

(1)  In  the  case  of  milk  received  from 
a  pool  plant  (s)  operated  by  a  coopera¬ 
tive  association: 

(1)  For  milk  received  during  the  first 
15  days  of  the  month,  the  handler  shall 
pay  the  cooperative  association  on  or  be¬ 
fore  two  days  prior  to  the  last  day  of 
such  month  not  less  than  the  Class  III 
price  for  the  preceding  month; 

(ii)  For  milk  received  during  the 
month  the  handler  shall  pay  the  co¬ 
operative  association  on  or  before  the 
10th  day  of  the  following  month  not  less 
than  the  applicable  class  prices  pursuant 
to  §  1049.50  adjusted  by  the  butterfat  dif¬ 
ferential  specified  in  §  1049.74  and  less 
any  payments  made  pursuant  to  para¬ 
graph  (c)  (1)  (i)  of  this  section;  and 

(2)  Each  handler  pursuant  to  §  1049.9 
(a)  who  receives  milk  from  a  cooperative 
association  as  a  handler  pursuant  to 
§  1049.9  (b)  or  (c) ,  including  the  milk  of 
producers  who  are  not  members  of  such 
association,  and  who  the  market  ad¬ 
ministrator  determines  have  authorized 
such  cooperative  association  to  collect 
payment  for  their  milk,  shall  pay  such 
cooperative  for  such  milk  as  follows: 

(i)  On  or  before  two  days  prior  to  the 
last  day  of  the  month  for  milk  received 
during  the  first  15  days  of  the  month, 
not  less  than  the  Class  III  price  for  the 
preceding  month; 

(ii)  On  or  before  the  16th  day  of  the 
following  month  for  milk  received  dur¬ 
ing  the  month,  not  less  than  the  uniform 
price  as  adjusted  pursuant  to  §§  1049.74 
and  1049.75,  and  less  any  payments  made 
pursuant  to  paragraph  (c)  (2)  (i)  of  this 
section. 

(d)  In  making  payments  for  producer 
milk  pursuant  to  this  section,  each  han¬ 
dler  shall  furnish  each  producer  or  coop¬ 
erative  association  from  whom  he  has 
received  milk  a  supporting  statement  in 
such  form  that  it  may  be  retained  by  the 
recipient  which  shall  show: 

(1)  The  month  and  identity  of  the 
producer; 

(2)  The  daily  and  total  pounds  and 
the  average  butterfat  content  of  pro¬ 
ducer  milk; 


(3)  The  minimum  rate  or  rates  at 
which  payment  to  the  producer  is  re¬ 
quired  pursuant  to  this  order; 

(4)  The  rate  which  is  used  in  making 
the  payment  if  such  rate  is  other  than 
the  applicable  minimum  rate; 

(5)  The  amount,  or  the  rate  per  hun¬ 
dredweight,  and  nature  of  each  deduc¬ 
tion  claimed  by  the  handler;  and 

(6)  The  net  amount  of  payment  to 
such  producer  or  cooperative  association. 

§  1049.74  Butterfat  differential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  uniform  price 
shall  be  increased  or  decreased,  respec¬ 
tively,  for  each  one-tenth  percent  but¬ 
terfat  variation  from  3.5  percent  by  a 
butterfat  differential,  rounded  to  the 
nearest  one-tenth  cent,  which  shall  be 
0.115  times  the  simple  average  of  the 
wholesale  selling  prices  (using  the  mid¬ 
point  of  any  price  range  as  one  price)  of 
Grade  A  (92 -score)  bulk  butter  per 
pound  at  Chicago,  as  reported  by  the 
Department  for  the  month. 

§  1049.75  Plant  location  adjustments 
for  producers  and  on  nonpool  milk. 

(a)  The  uniform  price  for  producer 
milk  received  or  which  is  deemed  to  have 
been  received  at  a  pool  plant  shall  be 
reduced  according  to  the  location  of  the 
pool  plant  at  the  rates  set  forth  in 
§  1049.52(a) ;  and 

(b)  For  purposes  of  computations  pur¬ 
suant  to  §§  1049.71  and  1049.72  the 
weighted  average  price  shall  be  adjusted 
at  the  rates  set  forth  in  §  1049.52  ap¬ 
plicable  at  the  location  of  the  nonpool 
plant  from  which  the  milk  was  received, 
except  that  the  adjusted  weighted  aver¬ 
age  price  plus  5  cents  shall  not  be  less 
than  the  Class  in  price. 

§  1049.76  Payments  by  handler  operat¬ 
ing  a  partially  regulated  distributing 
plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay 
on  or  before  the  25th  day  after  the  end 
of  the  month  to  the  market  adminis¬ 
trator  for  the  producer-settlement  fund 
the  amount  computed  pursuant  to  para¬ 
graph  (a)  of  this  section.  If  the  handler 
submits  pursuant  to  §§  1049.30(b)  and 
1049.31(b)  the  information  necessary  for 
making  the  computations,  such  handler 
may  elect  to  pay  in  lieu  of  such  payment 
the  amount  computed  pursuant  to  para¬ 
graph  (b)  of  this  section: 

(a)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting 
from  the  following  computations: 

(1)  Determine  the  pounds  of  route 
disposition  in  the  marketing  area  from 
the  partially  regulated  distributing 
plant; 

(2)  Subtract  the  pounds  of  fluid  milk 
products  received  at  the  partially  regu¬ 
lated  distributing  plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  sub¬ 
tracted  under  a  similar  provision  of  an¬ 
other  Federal  milk  order;  and 

(ii)  From  another  nonpool  plant  that 
Is  not  an  other  order  plant  to  the  extent 
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that  an  equivalent  amount  of  fluid  milk 
products  disposed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  the  pounds  of  reconsti¬ 
tuted  skim  milk  in  route  disposition  in 
the  marketing  area  from  the  partially 
regulated  distributing  plant; 

(4)  Multiply  the  remaining  pounds  by 
the  difference  between  the  Class  I  price 
and  the  weighted  average  price  plus  5 
cents,  both  prices  to  be  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (except  that  the  Class  I 
price  and  the  weighted  average  price  plus 
5  cents  shall  not  be  less  than  the  Class 
m  price) ;  and 

(5)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  reconstituted 
skim  milk  specified  in  paragraph  (a)  (3) 
of  this  section  by  the  difference  between 
the  Class  I  price  applicable  at  the  loca¬ 
tion  of  the  partially  regulated  distribut¬ 
ing  plant  (but  not  to  be  less  than  the 
Class  III  price)  and  the  Class  III  price. 

(b)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting  from 
the  following  computations; 

(1)  Determine  the  value  that  would 
have  been  computed  pursuant  to  §  1049.- 
60  for  the  partially  regulated  distribut¬ 
ing  plant  if  the  plant  had  been  a 
pool  plant,  subject  to  the  following 
modifications: 

(i)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  at  the  partially 
regulated  distributing  plant  from  a  pool 
plant  or  an  other  order  plant  shall  be 
allocated  at  the  partially  regulated  dis¬ 
tributing  plant  to  the  same  class  in 
which  such  products  were  classified  at 
the  fully  regulated  plant; 

(ii)  Fluid  milk  products  and  bulk  fluid 
cream  products  transferred  from  the 
partially  regulated  distributing  plant  to 
a  pool  plant  or  an  other  order  plant  shall 
be  classified  at  the  partially  regulated 
distributing  plant  in  the  class  to  which 
allocated  at  the  fully  regulated  plant. 
Such  transfers  shall  be  allocated  to  the 
extent  possible  to  those  receipts  at  the 
partially  regulated  distributing  plant 
from  pool  plants  and  other  order  plants 
that  are  classified  in  the  corresponding 
class  pursuant  to  subparagraph  (b)(1) 
(i)  of  this  section.  Any  such  transfers 
remaining  after  the  above  allocation 
which  are  classified  in  Class  I  and  for 
which  a  value  is  computed  for  the  han¬ 
dler  operating  the  partially  regulated 
distributing  plant  pursuant  to  §  1049.60 
shall  be  priced  at  the  uniform  price  (or 
at  the  weighted  average  price  if  such  is 
provided)  of  the  respective  order  regu¬ 
lating  the  handling  of  milk  at  the  trans¬ 
feree-plant,  with  such  uniform  price 
adjusted  to  the  location  of  the  non  pool 
plant  (but  not  to  be  less  than  the  lowest 
class  price  of  the  respective  order)  ex¬ 
cept  that  transfers  of  reconstituted  skim 
milk  in  filled  milk  shall  be  priced  at  the 
lowest  class  price  of  the  respective  order; 
and 


(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
the  value  of  milk  determined  pursuant  to 
§  1049.60  for  such  handler  shall  include, 
in  lieu  of  the  value  of  other  source 
milk  specified  in  S  1049.60(f)  less  the 
value  of  such  other  source  milk  speci¬ 
fied  in  §  1049.71(a)  (2)  (ii) ,  a  value  of 
milk  determined  pursuant  to  §  1049.60 
for  each  nonpool  plant  that  is  not  an 
other  order  plant  which  serves  as  a 
supply  plant  for  such  partially  regulated 
distributing  plant  by  making  shipments 
to  the  partially  regulated  distributing 
plant  during  the  month  equivalent  to  the 
requirements  of  §  1049.7(b),  subject  to 
the  following  conditions: 

(a)  The  operator  of  the  partially  reg¬ 
ulated  distributing  plant  submits  with 
his  reports  filed  pursuant  to  §§  1049.30 
(b)  and  1049.31(b)  similar  reports  for 
each  such  nonpool  supply  plant; 

(b)  The  operator  of  such  nonpool  sup¬ 
ply  plant  maintains  books  and  records 
showing  the  utilization  of  all  skim  milk 
and  butterfat  received  at  such  plant 
which  are  made  available  if  requested 
by  the  market  administrator  for  verifi¬ 
cation  purposes ;  and 

(c)  The  value  of  milk  determined  pur¬ 
suant  to  §  1049.60  for  such  nonpool  sup¬ 
ply  plant  shall  be  determined  in  the  same 
manner  prescribed  for  computing  the 
obligation  of  such  partially  regulated 
distributing  plant;  and 

(2)  From  the  partially  regulated  dis¬ 
tributing  plant’s  value  of  milk  computed 
pursuant  to  paragraph  (b)(1)  of  this 
section,  subtract: 

(i)  The  gross  payments  by  the  oper¬ 
ator  of  such  partially  regulated  distrib¬ 
uting  plant,  adjusted  to  a  3.5  percent 
butterfat  basis  by  the  butterfat  differ¬ 
ential  specified  in  §  1049.74,  for  milk  re¬ 
ceived  at  the  plant  during  the  month 
that  would  have  been  producer  milk  if 
the  plant  had  been  fully  regulated; 

(ii)  If  paragraph  (b)(1)  (iii)  of  this 
section  applies,  the  gross  payments  by 
the  operator  of  such  nonpool  supply 
plant,  adjusted  to  a  3.5  percent  butter¬ 
fat  basis  by  the  butterfat  differential 
specified  in  §  1049.74,  for  milk  received  at 
the  plant  during  the  month  that  would 
have  been  producer  milk  if  the  plant 
had  been  fully  regulated ;  and 

(iii)  The  payments  by  the  operator  of 
the  partially  regulated  distributing  plant 
to  the  producer-settlement  fund  of  an¬ 
other  order  under  which  such  plant  is 
also  a  partially  regulated  distributing 
plant  and  like  payments  by  the  operator 
of  the  nonpool  supply  plant  if  paragraph 
(b)  (1)  (iii)  of  this  section  applies. 

§  1049.77  Adjustment  of  accounts. 

Whenever  verification  by  the  market 
administrator  of  reports  or  payments  of 
any  handler  discloses  errors  resulting  in 
money  due  (a)  the  market  administrator 
from  such  handler  (b)  such  handler 
from  the  market  administrator,  or  (c) 
any  producer  or  cooperative  association 
from  such  handler,  the  market  admin¬ 
istrator  shall  promptly  notify  such  han¬ 
dler  of  any  amount  so  due  and  payment 


thereof  shall  be  made  not  later  than  the 
date  for  making  payment  next  following 
such  disclosure. 

§  1049.78  Charges  on  overdue  accounts. 

Any  unpaid  obligation  of  a  handler 
pursuant  to  §  1049.71,  1049.76,  1049.77 
(a),  1049.78,  1049.85,  or  1049.86(a)  shall 
be  increased  three-fourths  of  1  percent 
on  the  sixth  day  following  the  date  such 
obligation  is  due  and  on  the  same  day  of 
each  succeeding  month  until  such  obli¬ 
gation  is  paid. 

Administrative  Assessment  and 
Marketing  Service  Deduction 

§  1049.85  Assessment  for  order  admin¬ 
istration. 

As  his  pro  rata  share  of  the  expense  of 
administration  of  the  order,  each  han¬ 
dler  (except  a  handler  pursuant  to 
§  1049.9(b)  or  (c)  for  milk  delivered  to 
pool  plants)  shall  pay  to  the  market  ad¬ 
ministrator  on  or  before  the  15th  day 
after  the  end  of  the  month  4  cents  per 
hundred-weight,  or  such  lesser  amount 
as  the  Secretary  may  prescribe,  with  re¬ 
spect  to: 

(a)  Producer  milk  (including  such 
handler’s  own  farm  production)  and 
milk  received  from  handlers  pursuant  to 
§  1049.9(b)  or  (c) ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1049.44(a)  (7)  and 
(11)  and  the  corresponding  steps  of 
§  1049.44(b),  except  such  other  source 
milk  that  is  excluded  from  the  computa¬ 
tions  pursuant  to  8  1049.60  (d)  and  (f ) ; 
and 

(c)  Route  disposition  in  the  marketing 
area  from  a  partially  regulated  distrib¬ 
uting  plant  that  exceeds  the  skim  milk 
and  butterfat  subtracted  pursuant  to 
§  1049.76(a)(2). 

§  1049.86  Deduction  for  marketing 
services. 

(a)  Except  as  set  forth  in  paragraph 
(b)  of  this  section,  each  handler  in 
making  payments  to  each  producer  pur¬ 
suant  to  §  1049.73  shall  deduct  5  cents 
per  hundredweight  or  such  lesser  amount 
as  the  Secretary  may  prescribe  with  re¬ 
spect  to  producer  milk  received  by  such 
handler  (except  such  handler’s  own  farm 
production)  during  the  month,  and  shall 
pay  such  deductions  to  the  market  ad¬ 
ministrator  not  later  than  the  15th  day 
after  the  end  of  the  month.  Such  money 
shall  be  used  by  the  market  administra¬ 
tor  to  verify  or  establish  weights,  sam¬ 
ples,  and  tests  of  producer  milk  and  to 
provide  producers  with  market  informa¬ 
tion.  Such  services  shall  be  performed 
by  the  market  administrator  or  by  an 
agent  engaged  by  and  responsible  to  him. 

(b)  In  the  case  of  producers  for  whom 
a  cooperative  association  is  performing, 
as  determined  by  the  Secretary,  the  serv¬ 
ices  set  forth  in  paragraph  (a)  of  this 
section,  each  handler  shall  make,  in  lieu 
of  the  deductions  specified  in  paragraph 
(a)  of  this  section,  such  deductions  as  are 
authorized  by  such  producers  and,  on  or 
before  the  15th  day  after  the  end  of  each 
month,  pay  over  such  deductions  to  the 
association  rendering  such  services. 
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Advertising  and  Promotion  Program 
§  1049.110  Agency. 

“Agency”  means  an  agency  organized 
by  producers  and  producers’  cooperative 
associations,  in  such  form  and  with 
methods  of  operation  specified  in  this 
part,  which  is  authorized  to  expend 
funds  made  available  pursuant  to  §  1049.- 
121(b)  (1) ,  on  approval  by  the  Secretary, 
for  the  purposes  of  establishing  or  pro¬ 
viding  for  establishment  of  research  and 
development  projects,  advertising  (ex¬ 
cluding  brand  advertising) ,  sales  promo¬ 
tion,  educational,  and  other  programs, 
designed  to  improve  or  promote  the  do¬ 
mestic  marketing  and  consumption  of 
milk  and  its  products.  Members  of  the 
Agency  shall  serve  without  compensation 
but  shall  be  reimbursed  for  reasonable 
expenses  incurred  in  the  performance  of 
duties  as  members  of  the  Agency. 

§  1049.111  Composition  of  the  Agency. 

Each  cooperative  association  or  com¬ 
bination  of  cooperative  associations  as 
provided  for  under  §  1049.113(b)  with 
3  percent  or  more  of  the  total  partici¬ 
pating  producers  (producers  who  have 
not  requested  refunds  for  the  most  re¬ 
cent  quarter)  is  authorized  one  Agency 
representative  plus  one  additional 
Agency  representative  for  each  addi¬ 
tional  full  10  percent  of  the  participating 
member  producers  it  represents.  Coop¬ 
erative  associations  with  less  than  3  per¬ 
cent  of  the  total  participating  producers 
that  have  elected  not  to  combine  pur¬ 
suant  to  §  1049.113(b),  and  participating 
producers  who  are  not  members  of  co¬ 
operatives  are  authorized  to  select  from 
such  group,  in  total,  one  Agency  repre¬ 
sentative  for  the  first  full  3  percent  plus 
one  additional  Agency  representative  for 
each  additional  full  10  percent  that  such 
producers  constitute  of  the  total  partici¬ 
pating  producers.  For  the  purpose  of  the 
Agency’s  initial  organization,  all  per¬ 
sons  defined  as  producers  shall  be  con¬ 
sidered  as  participating  producers. 

§  1049.112  Term  of  office. 

The  term  of  office  of  each  member  of 
the  Agency  shall  be  1  year,  or  until  a 
replacement  is  designated  by  the  coop¬ 
erative  association  or  is  otherwise  ap¬ 
propriately  elected. 

§  1049.113  Selection  of  Agency  mem¬ 
bers. 

The  selection  of  Agency  members  shall 
be  made  pursuant  to  paragraphs  (a), 

(b),  and  (c)  of  this  section.  Each  per¬ 
son  selected  shall  qualify  by  filing  with 
the  market  administrator  a  written  ac¬ 
ceptance  promptly  after  being  notified 
of  such  selection. 

(a)  Each  cooperative  association  au¬ 
thorized  one  or  more  respresentatives  to 
the  Agency  shall  notify  the  market  ad¬ 
ministrator  of  the  name  and  address  of 
each  representative  who  shall  serve  at 
the  pleasure  of  the  cooperative. 

(b)  For  purposes  of  this  program,  co¬ 
operative  associations  may  elect  to  com¬ 
bine  their  participating  memberships 
and,  if  the  combined  total  of  participat¬ 
ing  producers  of  such  cooperatives  is 
3  percent  or  more  of  the  total  participat¬ 


ing  producers,  such  cooperatives  shall 
be  eligible  to  select  a  representative  (s) 
to  the  Agency  under  the  rules  of 
§  1049.111  and  paragraph  (a)  of  this 
section. 

(c)  Selection  of  Agency  members  to 
represent  participating  nonmember 
producers  and  participating  producer 
members  of  a  cooperative  association (s) 
having  less  than  the  required  3  percent 
of  the  producers  participating  in  the  ad¬ 
vertising  and  promotion  program  and 
who  have  not  elected  to  combine  mem¬ 
berships  as  provided  in  paragraph  (b)  of 
this  section,  shall  be  supervised  by  the 
market  administrator  in  the  following 
manner: 

(1)  Promptly  after  the  effective  date 
of  this  amending  order,  and  annually 
thereafter,  the  market  administrator 
shall  give  notice  to  participating  pro¬ 
ducer  members  of  such  cooperatives  and 
participating  nonmember  producers  of 
their  opportunity  to  nominate  one  or 
more  Agency  representatives,  as  the  case 
may  be,  and  also  shall  specify  the  num¬ 
ber  of  representatives  to  be  selected. 

(2)  Following  the  closing  date  for 
nominations,  the  market  administrator 
shall  announce  the  nominees  who  are 
eligible  for  Agency  membership  and 
shall  conduct  a  referendum  among  the 
individual  producers  eligible  to  vote. 
Election  to  membership  shall  be  deter¬ 
mined  on  the  basis  of  the  nominee  (or 
nominees)  receiving  the  largest  num¬ 
ber  of  eligible  votes.  If  an  elected  rep¬ 
resentative  subsequently  discontinues 
producer  status  or  is  otherwise  unable 
to  complete  his  term  of  office,  the  mar¬ 
ket  administrator  shall  appoint  as  his 
replacement  the  participating  producer 
who  received  the  next  highest  number  of 
eligible  votes. 

§  1049.114  Agency  operating  procedure. 

A  majority  of  the  Agency  members 
shall  constitute  a  quorum  and  any  ac¬ 
tion  of  the  Agency  shall  require  a  ma¬ 
jority  of  concurring  votes  of  those  pres¬ 
ent  and  voting,  unless  the  Agency 
determines  that  more  than  a  simple  ma¬ 
jority  shall  be  required. 

§  1049.115  Powers  of  the  Agency. 

The  Agency  is  empowered  to: 

(a)  Administer  the  terms  and  pro¬ 
visions  within  the  scope  of  Agency  au¬ 
thority  pursuant  to  5  1049.110. 

(b)  Make  rules  and  regulations  to  ef¬ 
fectuate  the  purposes  of  Public  Law 
91-670; 

(c)  Recommend  amendments  to  the 
Secretary;  and 

(d)  With  the  approval  of  the  Secre¬ 
tary,  enter  into  contracts  and  agree¬ 
ments  with  persons  or  organizations  as 
deemed  necessary  to  carry  out  adver¬ 
tising  and  promotion  programs  and 
projects  specified  in  §§  1049.110  and 
1049.117. 

§  1049.116  Duties  of  the  Agency. 

The  Agency  shall  perform  all  duties 
necessary  to  carry  out  the  terms  and 
provisions  of  this  program  including, 
but  not  limited  to,  the  following: 


(a)  Meet,  organize,  and  select  from 
among  its  members  a  chairman  and  such 
other  officers  and  committees  as  may  be 
necessary,  and  adopt  and  make  public 
such  rules  as  may  be  necessary  for  the 
conduct  of  its  business; 

(b)  Develop  programs  and  projects 
pursuant  to  §§  1049.110  and  1049.117; 

(c)  Keep  minutes,  books,  and  records, 
and  submit  books  and  records  for  ex¬ 
amination  by  the  Secretary  and  furnish 
any  information  and  reports  requested 
by  the  Secretary; 

(d)  Prepare  and  submit  to  the  Secre¬ 
tary  for  approval  prior  to  each  quar¬ 
terly  period  a  budget  showing  the  pro¬ 
jected  amounts  to  be  collected  during  the 
quarter  and  how  such  funds  are  to  be 
disbursed  by  the  Agency; 

(e)  When  desirable,  establish  an  ad¬ 
visory  committee  (s)  of  persons  other 
than  Agency  members; 

(f)  Employ  and  fix  the  compensation 
of  any  person  deemed  to  be  necessary 
to  its  exercise  of  powers  and  perform¬ 
ance  of  duties; 

(g)  Establish  the  rate  of  reimburse¬ 
ment  to  the  members  of  the  Agency  for 
expenses  in  attending  meetings,  and  pay 
the  expenses  of  administering  the 
Agency;  and 

(h)  Provide  for  the  bonding  of  all  per¬ 
sons  handling  Agency  funds  in  an 
amount  and  with  surety  thereon  satis¬ 
factory  to  the  Secretary. 

§  1049.117  Advertising,  research,  edu¬ 
cation,  and  promotion  program. 

The  Agency  shall  develop  and  submit 
to  the  Secretary  for  approval  all  pro¬ 
grams  or  projects  undertaken  under  the 
authority  of  this  part.  Such  programs  or 
projects  may  provide  for: 

(a)  The  establishment,  issuance,  ef¬ 
fectuation,  and  administration  of  appro¬ 
priate  programs  or  projects  for  the 
advertising  and  promotion  of  milk  and 
milk  products  on  a  nonbrand  basis; 

(b)  The  utilization  of  the  services  of 
other  organizations  to  carry  out  Agency 
programs  and  projects  if  the  Agency 
finds  that  such  activities  will  benefit 
producers  under  this  part;  and 

(c)  The  establishment,  support,  and 
conduct  of  research  and  development 
projects  and  studies  that  the  Agency 
finds  will  benefit  all  producers  under  this 
part. 

§  1049.118  Limitation  of  expenditures 
by  the  Agency. 

(a)  Not  more  than  5  percent  of  the 
funds  received  by  the  Agency  pursuant 
to  §  1049.121(b)  (1)  shall  be  utilized  for 
administrative  expense  of  the  Agency. 

(b)  Agency  funds  shall  not,  in  any 
manner,  be  used  for  political  activity  or 
for  the  purpose  of  influencing  govern¬ 
mental  policy  or  action,  except  in  recom¬ 
mending  to  the  Secretary  amendments  to 
the  advertising  and  promotion  program 
provisions  of  this  part. 

(c)  Agency  funds  may  not  be  expended 
to  solicit  producer  participation. 

(d)  Agency  funds  may  be  used  only 
for  programs  and  projects  promoting  the 
domestic  marketing  and  consumption  of 
milk  and  its  products. 
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§  1049.119  Personal  liability. 

No  member  of  the  Agency  shall  be 
held  personally  responsible,  either  in¬ 
dividually  or  jointly  with  others,  in  any 
way  whatsoever  to  any  person  for  errors 
in  judgment,  mistakes,  or  other  acts, 
either  of  commission  or  omission,  of  such 
member  in  performance  of  his  duties, 
except  for  acts  of  willful  misconduct, 
gross  negligence,  or  those  which  are 
criminal  in  nature. 

§  1049.120  Procedure  for  requesting  re¬ 
funds. 

Any  producer  may  apply  for  refund 
under  the  procedure  set  forth  under 
paragraphs  (a)  through  (c)  of  this 
section. 

(a)  Refund  shall  be  accomplished  only 
through  application  filed  with  the  market 
administrator  in  the  form  prescribed  by 
the  market  administrator  and  signed  by 
the  producer.  Only  that  information  nec¬ 
essary  to  identify  the  producer  and  the 
records  relevant  to  the  refund  may  be 
required  of  such  producer. 

(b)  Except  as  provided  in  paragraph 

(c)  of  this  section,  the  request  shall  be 
submitted  within  the  first  15  days  of 
December,  March,  June,  or  September 
for  milk  to  be  marketed  during  the  en¬ 
suing  calendar  quarter  beginning  on  the 
first  day  of  January,  April,  July,  and 
October,  respectively. 

(c)  A  dairy  farmer  who  first  acquires 
producer  status  under  this  part  after  the 
15th  day  of  December,  March,  June,  or 
September,  as  the  case  may  be,  and  prior 
to  the  start  of  the  next  refund  notifica¬ 
tion  period  as  specified  in  paragraph  (b) 


of  this  section,  may,  upon  application 
filed  with  the  market  administrator  pur¬ 
suant  to  paragraph  (a)  of  this  section, 
be  eligible  for  refund  on  all  marketings 
against  which  an  assessment  is  withheld 
during  such  period  and  including  the 
remainder  of  the  calendar  quarter  in¬ 
volved.  This  paragraph  also  shall  be  ap¬ 
plicable  to  all  producers  during  the  period 
following  the  effective  date  of  this 
amending  order  to  the  beginning  of  the 
first  full  calendar  quarter  for  which  the 
opportunity  exists  for  such  producers  to 
request  refunds  pursuant  to  paragraph 
(b)  of  this  section. 

§  1049.121  Duties  of  the  market  admin¬ 
istrator. 

Except  as  specified  in  §  1049.116,  the 
market  administrator,  in  addition  to 
other  duties  specified  by  this  part,  shall 
perform  all  the  duties  necessary  to  ad¬ 
minister  the  terms  and  provisions  of  the 
advertising  and  promotion  program  in¬ 
cluding,  but  not  limited  to,  the  following: 

(a)  Within  30  days  after  the  effective 
date  of  this  amending  order,  and  an¬ 
nually  thereafter,  conduct  a  referendum 
to  determine  representation  on  the 
Agency  pursuant  to  §  1049.113(c) ; 

(b)  Set  aside  the  amounts  subtracted 
under  §  1049.61(c)  into  an  advertising 
and  promotion  fund,  separately  ac¬ 
counted  for,  from  which  shall  be 
disbursed: 

(1)  To  the  Agency  each  month,  all 
such  funds  less  any  necessary  amount 
held  in  reserve  to  cover  refunds  pursuant 
to  paragraph  (b)  (2)  and  (3)  of  this 
section,  and  payments  to  cover  expenses 
of  the  market  administrator  incurred  in 


the  administration  of  the  advertising  and 
promotion  program  (including  audit) . 

(2)  Refund  to  producers  the  amounts 
of  mandatory  checkoff  for  advertising 
and  promotion  programs  required  under 
authority  of  State  law  applicable  to  such 
producers,  but  not  in  amounts  that  ex¬ 
ceed  a  rate  of  5  cents  per  hundredweight 
on  the  volume  of  milk  pooled  by  any  such 
producer  for  which  deductions  were 
made  pursuant  to  §  1049.61(c). 

(3)  After  the  end  of  each  calendar 
quarter,  make  a  refund  to  each  producer 
who  has  made  application  for  such  re¬ 
fund  pursuant  to  §  1049.120.  Such  refund 
shall  be  computed  at  the  rate  of  5  cents 
per  hundredweight  of  such  producer’s 
milk  pooled  for  which  deductions  were 
made  pursuant  to  §  1049.61(c)  for  such 
calendar  quarter,  less  the  amount  of  any 
refund  otherwise  made  to  the  producer 
pursuant  to  paragraph  (b)  (2)  of  this 
section. 

(c)  Promptly  after  the  effective  date 
of  this  amending  order,  and  thereafter 
with  respect  to  new  producers,  forward 
to  each  producer  a  copy  of  the  provisions 
of  the  advertising  and  promotion  pro¬ 
gram  (§§  1049.110  through  1049.122). 

(d)  Audit  the  Agency’s  records  of  re¬ 
ceipts  and  disbursements. 

§  1049.122  Liquidation. 

In  the  event  that  the  provisions  of  this 
advertising  and  promotion  program  are 
terminated,  any  remaining  uncom¬ 
mitted  funds  applicable  thereto  shall  re¬ 
vert  to  the  producer-settlement  fund  of 
§  1049.70. 
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